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WORLD HEWS 

Single currency 
era ‘will need 
flexibility in 
social market* 

Europe's social market model 
must became more flexible if 
mass unemployment is to be cut 
in the single currency era, says a 
report out today by the indepen- 
dent Federal Trust. "European 
countries cannot avoid far-reach- 
ing reforms in their national wel- 
fare systems and radical liberalis- 
ation of their markets'*. It argues. 
Page 3; Gordon Brown, Page 12 

Chinese dhnMont In US 

China’s most prominent pro-de- 
mocracy campaigner. 47-year-old 
Wei Jingsheng, was released 
from prison and flew to the US 
for medical treatment Wei, who 
has spent most of the past zb 
years in prison, landed in Detroit 
and was taken straight to hospi- 
tal Page 4 

Malaysia plans pufaRefty MHz 

Malaysia is planning a campaig n 
to counter "distortion'’ of its eco- 
nomic policies by the western 
media. “We will buy advertising 
space and television air time in 
the US and Europe if the cabinet 
gives its approval,” said the dep- 
uty information minister. 

Bhutto lead* rally 

Benazir Bhutto led a weekend 
march through Karachi in her 
biggest rally since her dismissal 
as Pakistan’s prime minister. 
More than 15,000 of her support- 
ers were protesting against the 
government’s economic policies. 

Burma’s jimta c ha n ges name 

Burma’s ruling generals changed 
the name of the junta from the 
State Law and Order Restoration 
Council to the State Peace and 
Development Council - an appar- 
ent attempt to strengthen the 
regime in the face of economic 
problems and rumoured internal 
rows. Page 4 

Hungarians soft to back Mato 

Hungarians looked set to vote to 
join the Nato defence alliance. 
With mare than half the votes 
counted. 85.45 per cent favoured 
joining and 14,55 per cent voted 
against. Page 2 

Six (fie bi French air crashes 

Four pleasure trip air passengers 
were killed in a flight over the 
Pyrenees in south-west France. 
The two crew of a rescue helicop- 
ter sent to help also died when 
the aircraft crashed an take-off. 

HZ coalition to stay on 

New Zealand First leader Win- 
ston Peters said his party would 
stay in the coalition government, 
ensuring its survival. He has 
been pondering the move since 
prime minister Jim Bolger was 
ousted two weeks ago. 

fatfundlMt after tainted ooqrwMt 

A US federal judge issued an 
injunction against French-owned 
medical gas producer Air LAqrdde 
America, which supplied tainted 
oxygen to a hospital where 10 
people died. The company must 
halt production in the US until it 
complies with Food and Drug 
Administration regulations. 

Spanish editor *wra» set up’ 

Spain’s El Mundo daily newspa- 
per alleged political enemies of 
the newspaper’s influential editor 
had paid a woman to trap him on 
a sex video. Pedro Ramirez, a 
close Mend of prime minister 
Jos6 Maria Aznar, has denied he 
is the man on the video. 


Japan reaches soccer finals: 

Japanese football fans celebrated 
their country's 3-2 extra time vic- 
tory over Iran, which ensures 
Japan a place In next summer’s 
Worid Cup in France. 

Ftwnoh oommantet tewter dies 

Georges Marchais, French Com- 
munist party leader fear more 
than two decades, died yesterday. 
He was 77. Obituary, 
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BUSINESS HEWS 

Zurich Group 
to pay $200m 
for 24% stake 
in Peregrine 

Zurich Group, the Swiss financial 
services company, is to pay 
US$20Qm for a 24 per cent stake 
in Peregrins Investment Hold- 
ings, the Hong Kong-based Asian 
investment bank. Page 15; A 
steadying hand. Page 18. 

(ndusbrlafised nations will seek 
to pave the way for agreement an 
a draft treaty to m a k f? business 
bribery of foreign public officials 
a c riminal offence. Page 2 

Hong Kong’s financial 
authorities signalled their back- 
ing for a “stability package” to 
aid regional economic reforms. 
Page 4 

Orifteme, Swedish -based 
door-to-door cosmetics company, 
will give details of Its merger 
with Oresa to create a £S0Qm 
(¥845m) retail group, page 15 

Emerging market countrtes are 

switching to the syndicated loan 
markets to compensate for the 
dramatic increase in the cost of 
issuing bonds. Page 18 

Bangui BrunflM Lambert, 

Belgium's tMrd-largest hanir, is 
today expected to announce its 
acceptance of last week's H7bn 
takeover bid by ING of the 
Netherlands. Page 15 


Group, the television 

and leisure company, is close to 
selling its French motorway ser- 
vice stations for about £8Qm 
($133m). Page 16 

Wail, the Munich-based 
conglomerate, raised pre-tax 
earnings by 20 per cent to 
DM2.187bn (IL26bn) in the first 
nine months of 1907. Page 18 

Axol Springer Vevfag, 

Germany’s biggest newspaper 
company, faces a period of uncer- 
tainty following the awwmnra* - 
xnent that chairman Jftrgen Rich- 
ter is to stand down. Page 18 

Renault, the French vehicle 
manufacturer, reported a sharp 
increase in third-quarter reve- 
nues. Page 18 

Kazakhstan president Nursultan 
Nazarbayev arrived in Washing- 
ton for meetings with President 
Bill Clinton and Vice President 
A1 Gore amid accusations that 
his country has reneged cm priva- 
tisation contracts. Page 5 

China’s leading bankera and 
economists meet in Beijing today 
to discuss financial sector 
reform. Page 4 


has raised A$14^bn 
(US$9 Jbu) from the privatisation 
of a one-third stake in Telstra, 
the country’s dominant telecom- 
munications operator. Page 15 

Waste Hanagsmsnt, US waste 
services group, Is to take a retro- 
spective $1732m charge before 
tax to its third-quarter earnings. 
Page 18 


the US 

financial services group, is plan- 


ning to take toll control of Man- 
hattan Card, the Hong Ebng- 
listed credit card company, in a 
deal estimated to be worth 
HK*1.9bn (US$246m). Page 18 

San Ugo*!* the Philippine food 
and beverage group, Is the sub- 
ject of takeover speculation fol- 
lowing the $74m sale of a 2 per 
cent stake to an undisclosed 
buyer. Page 18 


Blddra at B m hiw % annual 
charity wine auction in France’s 



paid on average 40 per emit more 
than last year, signalling prices 
for the 1997 vintage are set to 
leap. Page 14 

Las Vegan this week hosts 
Comdex, the gigantic tra de sh ow 
for the computer and consumer 
electronics industries. Page 14 
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Chubais under 
new pressure 
after Yeltsin 
sacks allies 


By GhrysBa Freeland and 
Ohartes Clover in Moscow 

Russia’s embattled economic 
reformer, Anatoly Chubais, came 
under fresh political pressure 
yesterday after a turbulent week- 
end in which Boris Yeltsin, the 
president, sacked two of Mr Chu- 
bais's closest allies.. 

Gennady Zyuganov, the Com- 
munist leader whose party domi- 
nates parliament, said the dis- 
missals had not gone far qnnrrg h- 
He accused Mr Yeltstn of “not 
being man enough” to fire Mr 
Chubais over a controversial 
book deal which has taken the 
jobs of three of the first deputy 
prime minister's protfegfis in 
three days. 

Mr Zyuganov also warned that 
the parliament would refuse to 
work with Mr Chubais in the 
future, a threat which could 
imperil the government’s hopes 
of winning legislative approval 
for its 1998 draft budget later this 
week. 

Mr Chubais, who master- 
minded Russia's mass privatisa- 
tion drive and is seen as the gov- 
ernment's most talented 
economic manager, also tendered 
his resignation over the weekend. 
It was refused, but Mr Chubais, 
now nearly bereft of allies in the 
government and publicly humili- 
ated by the Kremlin, has been 
significantly weakened 
Officials speculated that Mr 
Chubais was spared only because 
of the shaky state of Russian 
debt and^equity markets, which 
have been MrcThlt "by interna- 
tional finapeial tannoiL 
The controversy is the latest 
battle in a continuing war 
between Kremlin clans. It began 
last week when it was revealed 
that Mr Chubais and four co- 
authors - including the three 
sacked ministers - had received 
$90,000 each for writing an as yet 


unpublished history of Russian 
privatisation. The book was to be 
issued by a publishing house 
which is 51 per cent owned by 
Onexunbank, a powerful Russian 
financial group which Mr Chu- 
bais has been accused of favour- 
ing. 

Mr Chubais immediately dis- 
missed the allegations, first lev- 
elled on Wednesday by a Russian 
investigative journalist, as a 
smear camp aign launched by his 
political opponents. 

But Mr Yeltsin and Victor 
Chernomyrdin, the prime minis- 
ter, took a more serious view of 
the matter. On Saturday, Mr 
Yeltsin sacked two key members 
of Mr Chubais's closely knit team 
of market reformers: Maxim 
Boiko, minister for privatisation, 
and Pyotr Mostovoi, head of the 
federal bankruptcy agency. 

The dismissals followed the 
removal last Friday of another 
Chubais supporter, Alexander 
Kazakov, from his post as deputy 
head of the Kremlin administra- 
tion. Unusually, the Kremlin 
directly attributed the sackings 
to the book deal and. in a state- 
ment, disclosed that Mr Chubais 
had been dressed down by the 
president, who told him in a 
weekend telephone conversation 
his conduct had been “impermis- 
sible". 

Mr Chernomyrdin was even 
more severe. “No one has a right 
to compromise the president, the 
government and the very cause 
of reform itself,” the prime minis- 
ter said of the authors. “1 am 
ashamed of my government col- 
leagues.” Analysts said the scan- 
dal appeared to be Mr Chubais’s 
comeuppance for antagonising 
Russia’s most pbwerful political 
anri finntynnT bar oils, particularly 
his role in engineering the recent 
ousting of Baris Berezovsky, an 
influential tycoon, from his 
Kremlin post 


Blair defends role in 
Formula One dispute 


By Robert Poston and 
Liam Hafigan m London 

Tony Blair, the British prime 
minister, yesterday denied any 
i m propriety in his young govern- 
ment’s decision to exempt For- 
mula One .motor racing from a 
prospective ban on tobacco spon- 
sorship and advertising. 

The controversy over the For- 
mula One exemption has become 
the first crisis Mr Blair’s Labour 
government has faced since its 
election victory in May and could, 
dent the government's high level 
of popularity. 

The controversy centres on the 
revelation two weeks ago that 
the Labour party bad received a 
£Un ($ 1 ,69ml donation in January 
from Bemie Ecclestone, the head 
of the Formula One racing organ- 
isation. and had sought a further 
donation after agreeing an the 
exemption. 

In an intense television inter- 
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Tony Blair yesterday 


view, Mr Blair, who was critical 
of sleazy behaviour by the previ- 
ous Conservative government, 
Insisted he would “never do any- 
thing to harm the country or 
anything improper”. He had 
found the allegations of impropri- 
ety “upsetting and difficult”. 

However, he stopped short of 
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US seeks help to end Iraq crisis 



US president Bill Clinton discusses the crisis over Iraq with UK prime minister Tony Blair by phone 
from Air Force One yesterday, as Washington said it was seeking the help of Russia, France and Arab 
allies in a bid to find a diplomatic solution. Report, Page 14; Editorial Comment, Page 13 
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Yamaichi set to close US 
and European operations 


By Paul Abrahams in Tokyo 

Yamaichi Securities, the 
troubled Japanese securities 
house, is considering cutting its 
near 7,500-strong workforce by 
26 per cent and closing most of 
its operations in the US and 
Europe. 

Yamaichi said yesterday the 
proposed restructuring was to 
prepare it for deregulation of 
Japan's financial marke t s. 

But the/ move came in the 
midst of a'fijirtrident period far 
the country’s fcrarth-largest bro- 
kerage and for the financial sec- 
tor as a whole. 

Last weds, Yamaichi’s shares 
lost more than 40 per cent of 
their value, closing at an all-time 
low of Y1O0 ($78) amid specula- 
tion about its financia l difficul- 
ties. After Friday’s market close, 
Standard & Poor’s, the rating 
agency, downgraded Yamaicbi’s 
debt rating to BBB, citing the 
broker’s “inability to counteract 
unfavourable market condi- 
tions". 

In the previous week, Moody’s, 
the ratings agency, had said it 


was considering downgrading 
Yamaichi’s debt to junk level. 

Concern about the health of 
Japan’s lpadfag banks and secu- 
rities houses has been a big fac- 
tor in the 25 per cent slide of the 
Nikkei average of 225 leading 
shares since August. The conse- 
quent fall in the value of finan- 
cial institutions* large holding* 
of equities has significantly 
reduced their capital bases. 
There are fears banks could 
begin tightening credit, exacer- 
bating problems. for the coun- 
try’s shaky economy. 

The Japanese government on 
Friday announced a package of 
measures to stimulate the econ- 
omy, but it did little to assuage 
investors* fears. The Nikkei lost 
223 per cent on the day to dose 
at its lowest level in mure than 
two years. Another package will 
be published tomorrow and mea- 
sures specifically aimed at help- 
ing the financial sector will be 
unveiled on December 10. 

Analysts said Y am aic hi ’s pro- 
posed restructuring would be too 
little too late, and expressed con- 
cern that it appeared not to 


include the provision of any new 
capital to support the company. 

“Yamaichi is moving too 
slowly,” warned Robert Garone, 
financial analyst at Dresdner 
Klein wort Benson in Tokyo. 
“The Job losses won’t be com- 
pleted until 2000. They don't 
have the . luxury of time." 

Yamaichi’s shares have fallen 
88 per emit since January last 
year. Shares in its associated 
companies - Fuji Bank, Yasuda 
Trust and Yasuda, Marine - also 
fell sharply Tate last week on 
fears they would be forced to 
support the broker. The company 
reported a loss in the first half. 
In August, it dismissed 11 execu- 
tives, including the chairman, 
president and five vice-presi- 
dents, for Y am ai chi’s involve- 
ment with gangsters. 

Yamaichi said it expected the 
number of employees to fall from 
7,484 to about 5,000 by 2000, 
mostly through natural wastage. 

China fears slowdown. Page 4, 
Tokyo is real problem. Page 12, 
Lex, Page 14, Currencies, 
Page 25, World stocks. Page 31 
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NEWS: EUROPE 


German Greens want a piece of the action 


By Ralph Atkins in Kassel 

Germany's ecologist Green 
party launched a concerted 
bid for federal office at its 
conference at the weekend, 
rallying around calls from 
the leadership to prove its 
fitness for government. 

Joachim Fischer, the high- 
est -profile Green leader, 
called explicitly for a coali- 
tion with the mnr.h larger 
Social Democratic party. The 
SPD might effect a change of 
power In Bonn, "but social 
and ecological change would 
only happen with the 
Greens", Mr Fischer said. 


He addressed head-on the 
controversy stirred by a 
draft election manifesto from 
the party’s fundamentalist 
wing that proposes massive 
petrol taxes and disbanding 
Nato. He warned against 
"making promises we can't 
keep". 

The pragmatism reflected 
the greying of the Greens. 
The average age of members 
is 40-45. Those who joined 
the party during its rise in 
the mid-1980s are eager to 
see decades of campaigning 
and convoluted policy-mak- 
ing conferences translated 
into action. 


At 10 per cent in opinion 
polls - double the level of 
the Free Democrats, junior 
member of the Bonn centre- 
right coalition - the party 
also has a good chance of 
becoming "kingmaker" after 
the federal election next Sep- 
tember 27. 

Mr Fischer set priorities 
far his party in government 
in areas where the Greens 
could well draw wide sup- 
port, particularly from the 
young; abandoning atomic 
power, ecological tax 
reforms and a foreign policy 
oriented towards human 
rights. 


For his part, Jftrgen Trit- 
tin - the party spokesman 
whose rivalry with Mr 
Fischer is ill-concealed - 
stuck largely to a pragmatic 
agenda. On defence, he 
avoided difficult questions 
about extending the coun- 
try's military involvement in 
Bosnia but insisted Germans 
should not take part “in a 
new Gulf war". 

The Greens even managed 
to steal liberal clothes from 
the FDP. urging Integration 
oF foreigners into a multi- 
cultural, multi-religious 
Europe. The party backs the 
European single currency to 


deepen political unity. On 
tax, business regards the 
Greens as friendlier than the 
SPD on some aspects such as 
cutting top rates. 

But Greens would be trou- 
blesome coalition partners. 
The membership, which has 
strong control over policy, 
remains dominated by Marx- 
ist thinking, favouring 
shorter working hours, con- 
trols on “financial specula- 
tion" and redistributive poli- 
cies. 

There are also prickly per- 
sonality issues. Neither Mr 
Fischer nor Mr Trittin had 
kind words for the two possi- 


ble SPD chancellor-candi- 
dates - Gerhard Schrader, 
prime minister of Lower Sax- 
ony. and Oskar Lafontaine, 
Saarland's prime minister. 
But vehemence was stron- 
gest against Mr Lafontaine, 
the SFD's unsuccessful can- 
didate in 1990. whom Mr 
Trittin dubbed a “loser". 

The irony is that Mr 
Schrdder is perhaps the 
more likely of the two SPD 
leaders to favour instead a 
“grand coalition" of SPD and 
Mr Kohl's Christian Demo- 
crats - a combination that 
would leave the Greens still 
out in the cold. 


OECD plans 
treaty to outlaw 
bribery abroad 


EU entry talks and UN mediation effort concentrate Cypriot minds 

Make-or-break for divided isle 



By Guy cfe Jonqtdbres 

The world's leading ind- 
ustrialised nations will seek 
this week to dear the final 
hurdles to agreement on a 
draft treaty which would 
make bribery of foreign pub- 
lic officials by businesses a 
criminal offence. 

The planned treaty, which 
results from Intense US dip- 
lomatic pressure, is the cen- 
trepiece of a growing 
International campaign to 
combat corruption, particu- 
larly in developing coun- 
tries. 

The project involves the 29 
members of the Organisation 
for Economic Co-operation 
and Development, which will 
open three days of negotia- 
tions in Paris tomorrow. 
They aim to sign a conven- 
tion next month which 
would take effect at the end 
of next year. 

OECD negotiators have 
drafted a broad definition of 
public officials. It covers 
employees of organisations, 
private and publicly owned, 
which benefit from govern- 
ment monopolies or licences 
to provide goods and ser- 
vices. 

Diplomats say that would 
extend the treaty's provi- 
sions to companies in sectors 
such as telecommunications 


and transport. However, 
there are still differences 
over whether it should auto- 
matically cover all state- 
owned enterprises. 

Most OECD members want 
also to outlaw bribery of for- 
eign par liamentarians . How- 
ever, that is opposed by Aus- 
tria and Germany, on the 
grounds that bribery of their 
national legislators is not a 
c riminal offence. 

The two countries' efforts 
to limit the scope of the con- 
vention has angered the US, 
which says they risk weak- 
ening the treaty. 

Washington also wants it 
to cover kickbacks paid to 
political parties, but most 
other OECD members dis- 
agree. 

Another unresolved issue 
is when the treaty should 
enter force. 

The European Union says 
that It must first be ratified 
by countries accounting tar 
about three-quarters of 
world trade. But the US 
wants it to take effect once 
two countries have ratified 
it 

Although the US has 
pressed other OECD mem- 
bers to outlaw the tax 
deductibility of corporate 
bribes, the draft treaty only 
recommends that they 
should do so. 


By David Buchan in Nicosia 

Greek and Turkish Cypriot 
leaders are stepping up their 
efforts to influence next 
month's European Union 
summit, at which EU leaders 
will decide how to cultivate 
better relations with Turkey 
while negotiating Cyprus's 
admission to the EU. 

Rauf Denktash, the Turk- 
ish Cypriot president, told 
Richard Holbrooke, the US 
mediator, last week he was 
ready to "shift a little” to 
back Cyprus's EU applica- 
tion But the Greek Cypriots 
should recognise bis break- 
away state “as a sovereign, 
political entity” and the EU 
should "open the door” to 
Turkey as a candidate for 
EU membership. 

If these conditions were 
not met he would respond to 
the Greek Cypriots' absorp- 
tion Into tiie EU by integrat- 
ing Turkish northern Cyprus 
mare closely with Turkey. 

But Yiaimakls Cassou- 
lides, the Greek Cypriot for- 
eign minister, said that, for 
Turkish Cypriots to partici- 
pate in Cyprus's EU entry 
talks, “they would have to 
accept” the negotiating lead- 
ership of the internationally 
recognised government of 
Cyprus “because the EU 
only negotiates with recog- 
nised states”. 

Mr Cassoulides said the 
importance of Turkey was 
such that "the bilateral rela- 
tions of EU states with Tur- 


key will not be affected by 
what happens in Cyprus”, 
thus suggesting the EU need 
not be too anxious to formal- 
ise a closer relationship with 
Ankara. AO EU states except 
Greece now favour inviting 
Turkey to join a new stand- 
ing "European Conference” 
of would-be Union members 
next spring. 

At the weekend Turkish 
Cypriots celebrated the 14th 
anniversary of the indepen- 


dence declaration by the 
“Turkish Republic of North- 
ern Cyprus". Meanwhile, in 
the Greek zone of Nicosia, 
counter -protests were staged 
by refugees from the north. 


protests, and the Greek Cyp- 
riot police Imposed tight 
security to prevent a repeat 
of last year's troubles in 
which two people were 
killed. Only two youths on a 
motor cycle managed to get 
into the UN buffer zone 
before British troops 
returned them to the Greek 
side. 

Both sides acknowledge 
that several factors - the EU 
application, the Greek Cyp- 
riot decision to import air 
defence missiles next year, 
and high-level mediation 
efforts by the US. UN and 
UK - will make 1998 a make- 
or-break year for settling the 
24-year-old division of the 
island. 

Aft a- Greek Cypriots hold 
their presidential election in 
February, the EU is due to 
start accession negotiations 
with Cyprus and the UN is 
due to reconvene inter-com- 
munity talks . 

Mr Cassoulides defended 
the decision to bay 5-900 
missiles from Russia as a 
way of deterring Turkey 
from using its air superiority 
to take Cyprus "hostage" in 
any confrontation with 
Greece. 

“For us not to deploy the 
missiles would be a military 


Bulent Ecevit, Turkey's 

deputy prime minister, defeat without war,” the 
attended the celebration in minister said, 
the north and a Greek MP But Mr Cassoulides said 
addressed the protest rally missiles would not be 
in the south of the city. deployed next September, if 
But Greek Cypriot pollti- talks showed real progress 
clans stayed away from the by then. 
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OBITUARY; GEORGES MARCHAIS 


A Stalinist in a 
changing world 

rn he life of Georges joined the Communist 


T he life qT Georges 
Marchais, who died 
yesterday at the age 
of 77, and that of the French 
Communist party were inex- 
tricably intertwined. Born in 
the year of its creation in 
1920, he led it for 21 years 
until his n»ti n»mpnt in Janu- 
ary 1994. 

“I knew him well and was 
able to measure the strength 
and sincerity of his beliefs.” 
President Jacques Chirac 
said yesterday. “He left an 
indelible mark on the his- 
tory of the French Commu- 
nist party and politics in 
general.” 

Unrepentantly pro-Soviet 
and intolerant of dissent, 
Marchais held sway over a 
party whose electoral decline 
in the 1980s and 1990s indi- 
cated the need for ideologi- 
cal renewal of a kind he was 
temperamentally ill- 
equipped to provide. 

Yet he succeeded In keep- 
ing it together despite the 
great revolutions tn Europe 
from 1989 to 1991 which 
forced other Communist par- 
ties to change their names, 
split or disappear into obliv- 
ion. 

A man of sharp wit and 
often foul-mouthed anger, 
Marchais was born in La 
Hoguette in Calvados. He 
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joined the Communist Party 
in 194? and fought his way 
up the hierarchy, at times 
risking expulsion. He 
became general secretary in 
December 1972. 

Nicknamed “Jojo" after 
Stalin, his long-time hero, 
his defence of the Soviet dic- 
tatorship turned him into an 
anomaly in a Communist 
world increasingly swept by 
change. He defended both 
the Soviet invasion of 
Afghanistan In Z979 and the 
Polish government’s crack- 
down on the Solidarity 
movement in 1981. 

Dismissive of Soviet 
human rights abuses, he 
once said: "What's a gulag? 
What we call a prison, they 
[the Russians] «»n a gulag.” 

He held out for years 
against party reformers, who 
found bis attitudes embar- 
rassing and blamed him to 
the Communists’ sharp fell 
in popularity. 

In aTHanrg with the Social- 
ists throughout the 1970s, 
the Communists under M&r- 
chais tasted power in Fran- 
cois Mitterrand's first presi- 
dential term, which started 
in 198L But Marchais had 
broken the alliance and his 
links with Mitterrand by 
1984. 

Marchais was quick and 
effective In defeating his 
enemies, and dismissed 
those who opposed him as 
"capitalist enemies of the 
left”. In his later years, he 
became seen as a frequent 
U-tumer on policy, switch- 
ing from opposition to sup- 
port for Mikhail Gorbachev, 
but remaining ambivalent 
about many aspects of the 
Soviet leader’s pursuit of 
perestroika (economic 
restructuring). 

It was clearly a relief to 
many on the extreme left 
when Robert Hue, the pres- 
ent Communist leader, took 
the place of Marchais and 
began to distance the party 
from its dogmatic Stalinist 
past 

Without him. the balance 
of power in French politics 
might not have been so dif- 
ferent, but some of the 
debates might have been 
more intense - and certainly 
much less colourful 

Andrew Jack 


INTERNATIONAL NEWS DIGEST 

Hungarians 
back Nato 

Hungarians appeared to have shown strong backing for 
Nato membership in a referendum yesterday. 

With just over 27 per cent of the vote counted, 95 per 
rent were in favour of joining Nato and 14.44 opposed, 
election nffit-fais said. They added that just over 51 per 
cent of the a m electorate participated, making the 
referendum valid. , 

To be legitimate, the poll required either a turnout or 
over 50 per cent or over 25 per cent of the total electorate 
to be in favour. 

Hungarians were encouraged by the government and all 
the "•»»»” opposition parties to vote yes. Only extreme 
socialist and nationalist parties, and a small pa dust 
group, the Alba Circle, argued agains t 
Even a felled referendum, however, would not hove 
prevented Hungary Joining, because parliament would 
simply have decided on membership. But politicians were 
anxious to send a positive signal to the US Senate. which 
has to ratify Nato expansion. Anatol Licven. Budapest 

■ WORLD TELECOMS 

Call-back boosts market 

Alternative call routing methods marketed aggressively 
by “new" operators are the main cause of a growth surge 
in the international telecommunications market. 

These non-traditlonal carriers, operating servic es s uch 
as call -back and refile, were behind a 20 per cent growth 
in the US market in 1996: "The biggest single year jump m 
over a decade" according to Telegeography 1997198. an 
annual survey of the global telecoms market. 

Call-back refile operators use computer technology 
to route rang from countries where call tariffs are high so 
they are billed in countries such as the US, where 
Inte rnational fait charges are low. In 1996. Telegeagraphy 
says, these US resale carriers alone accounted for 9 per 
cent of traffic compared with 3 per cent in 1996. 

Hie growth of these services is having a marked effect 
on the pattern of international call traffic and 
c o n tributin g to the collapse of the “accounting rate” 
system where operators pay each other inflated amounts 
for carrying Mrh other’s calls. The world spent TObn 
TPir pUpft talking inte rnationally on the phone in 1996, a 13 
per cent rise on the previous year. Alan Cane. London 
Telegeography 1997198 Telegeography Inc.. 1730 Rhode 
Island Avenue NW. Suite 1205, Washington DC 20038. Tel: 

+ 1(202)4670845 £695. 

■ WTO STAFF 


US approves delinking pay 

The US has dropped its opposition to delinking the pay 
and conditions of work of World Trade Organisation staff 
from those which apply at the United Nations. 

The other leading opponents - Germany. France and 
Britain - are expected to follow suit, paving the way for a 
formal derision to sever UN ties later this month. WTO 
staff had threatened a work-to-rule over the issue. 

Hie US has made its approval to delinking conditional 
cm zero nominal growth in the WTO's budget, a condition 
already satisfied for next year. It is also demanding - and 
is expected to receive - independent confirmation that 
staff will be paid no mare In aggregate than under the UN 
system. Frances Williams, Geneva 

M GERMAN TELECOMS 


Setback for regulator 

Germany’s efforts to establish a powerful regulatory body 
to oversee the postal and telecommunications sectors 
from next year have suffered a setback with the refusal of 
the vice-president designate to take up his post on the 
grounds of insufficient Independence. 

The Bonn economics ministry said it was stunned to 
have received a letter from Volker Schlegel, deputy 
ambassador in Germany’s Washington embassy, turning 
down the regulator’s post. Mr Schlegel, who was named 
vice-president of the regulatory body by the cabinet in 
July, wrote complaining that the position would not be 
genuinely politically independent 

The ministry said the status of the regulatory body 
would be subordinate to the ministry but would also have 
a large dejp-ee of operational independence. It will start 
operating in January. Peter Norman. Bonn 

m UKRAINE ECONOMY 

Interest rates up sharply 

The National Bank of Ukraine, tinder pressure to stabilise 
the banking sector and defend the hryvnia, raised the key 
Lombard interest rate sharply last weekend to 27 per cent 
from 17 per cent 

The hank is experiencing difficulty In attracting foreign 
capital to its Treasury hill market Recent auctions of 
Ukrainian government T-bills have met with little 
investor appetite, even at interest rates of 35 per cent, up 
from 22 per cent three weeks ago. 

Bankers confirmed that over the past two weeks, at 
least one large issue of 12 month T-bflls went unsold at a 
35 per cent yield, and was sold to the National 
Bank. Charles Clover, Moscow 


■ fg POLITICS 

Coalition readies pact 

Winston Peters, New Zealand's deputy prime minister, 
last night confirmed his NZ First party would stay in 
coalition with the majority National party, but only after 
a series of moves that suggest the country may be forced 
to hold new elections soon. 

Mr Peters has been unhappy at the coup within the 
National party a week ago which led to the downfall of 
Jim Bolger and his imminent replacement by Jenny 
Shipley, a rightwing minister and arch critic of Mr Peters. 
At the end of a week negotiating a new coalition 
agreement with Mrs Shipley, Mr Peters unexpectedly 
w rot e to Helen Clark, the Labour leader offering his 
party’s support for a Labour-led government. Ms Clark 
rebuffed Mr Peters' approach, which is believed to have 
seriously weakened his leadership. 

Mr Peters said on national television last night that he 
had secured National's agreement to honour the coalition 
agreement, which would allow it to stay in power until 
1999. However the manoeuvrings are beHeved to have 
weak e ned the chances of the coalition remaining intact 
for two years Terry Hall, Wellington 

m LA FRANCOPHONE 


Kabila quits club 

President Laurent Kabila’s Democratic Republic of the 
Congo has quit La Francophonie, as the chib of France 
and other French-speaking nations wrapped up its 
two-yearly summit at the weekend. 

Coinciding with the three-day summit in Vietnam, state 
radio In Kinshasa said Mr Kabila saw the grouping as a 
manifestation of French neocolonialism and wanted no 
part of it He had had turned down an invitation to attend 
the summit in Hanoi. 

The move is a blow for the grouping as it tries to carve 
out a political and diplomatic role for itself along the lines 
of the Commonwealth, which groups English-speaking 
former British colonies. Reuters. Kinshasa 
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summit 


k'!w ? ar m r if ks wlle *=r the time 
IS npe for EU leaders to make 

progress in fighting unemployment 

■ 1 IlWmnn . TYnln- j 


O ■ 

pledges into jobs 



E nr opean- Union leaders win 
gather m Luxembourg on 
Thursday and Friday for a 
summit cm employment amid cau- 
«wswtunism that tote tone the 
EU wm produce more than pious 

d e 5 IaratJ .° ns a mountain of 
paperwork. 

. For more than five years EU 
have pledged 

^ their six-monthly summits to 

reduce unemployment But the 

£ umber ? People out of work 
™“^J han 18m. double the 

the political climate in 
5K*£ * ®»d deal more favonr- 
S? 1 ?,,?®?.*!?* one w hJch prevailed 
iu June 1993, when Jacques Dolors, 
then president of the European 
Commission, sought to generate a 
about the relationship 
“tweeu growth^ employment and 
competitiveness. TSy^ 

^ EtIr PPe. Hfting spirits 
ambitions. In the past EU gov- 
conspicuously 
tofied to take advantage of cyclical 
upturns to tackle “structural’' 
““employment. Therefore Jacoues 

£22?**^ Uelors* successor, 
insists: “Now is the time to act" 

The Commission is taking a 
holder approach tote time round, 
seeking approval for “verifiable 
and quantifiable" targets for 
improving labour market flexibil- 
ity, vocational training, increases 


in spending on .research and devel- 
opment 

°th?r targets include: 

• Raising the proportion of the 
population of working ago in 
emplo yment from 60 to 70 per cent; 

• Reversing the average long-term 
trend towards higher taxes a nd 
marges on labour' (which have 
risen from 35 per. cent in 1980 to 
more than 42 per cent in 1995); . 

• Increasing the number of un- 
employed offered training from the 
® nTenl: EU average of 10 per cent 
towards the average of the. best 
three member-states - more ♦>!»« 
25 per cent within five years. 

. Th e approach deliberately mir- 
xors the one taken in the -Maas-' 
trich t Treaty, which sought to use 
peer pressure to encourage mem- 
ber-states to meetthe entry criteria 
far economic and monetary union 
(Emu). Just as ahnost all 35 mem- 
bers win came to within a whisker 
of toe Emn public deficit target of 8 
per cent of gross domestic product, 
so the Commission hopes to obtain 
similar , impressive results on 
unemployment. 

AH member-states . are wary 
about ratebg expectations. No one 
is talking about halving nnemploy- 
ment by the year 2000; as was 
suggested five years ago. Germany 
is leading objections to EU-wide 
targets, fearing that this could 
threaten national responsibfljty in 
employment policy or indirectly 




Kohl averse to 

Europe-wide 


programme 


undermine the stability and 
growth pact which wfll govern bud- 
get discipline fa the future Emu- 
zone counfries. 

On the surface, the picture looks 
similar to what it did 18 months 
ago, when Germany and Britain 
combined to block Mr Santeris 
“con fidence pact" an employment 
at a summit fa Florence. But on 
closer • examination, the picture is 
rather different 

First, the new British Labour 
government has discovered that 
emplo yment policy is one of its 
strongest cards in Europe. UK 
unemployment is faUmg - m France 
and Germany it is not Britain 
therefore has nothing to worry 
abont adopting a “name and 
shame" policy. .Indeed, Gordon 


Brown, chancellor of the pvr-heq aer 
(finance minister), is already plan- 
ning to make the e nf orcement of 
employment guidelines anfl best 
practice one of the main themes of 
the British presidency of the EU. 
which starts on January l 
S ooondly, France's leftwing gov- 
ernment is determined to put 
employment at the heart of the 
debate, partly because of its cam- 
paign pledges to create 700,000 new 
jobs and to introduce, albeit care- 
fully, provisions for a 35-hour 
working week. But another reason 
is that Lionel Jospin, the prime 
minister, is seeking to balance the 
German insistence on monetary 
and fiscal discipline in the future 
monetary nninri . 

Thirdly, with German unemploy- 


Marttae Anbry, French labour 
minister promised 700,000 jobs 


' • - . * lamny, wrtn German unemploy- Ju 

Flexibility essential in the age of Emu 

The European social market Rhineland Model - an ® 

model needs to emw mim nmv»„ . . re P°rt argues that essarv rpfnrmc" 


meat still standing higher than the 
level seen fa the early 1930b, toe 
«mn government looks vulnerable 
J£? riticisxn ' however, it seems 
fikqly that a compromise will be 
found in Luxembourg which recon- 
cDfis the desire for targets with the 
views of those who prefer a hands- 
on approach. 

Philippe Maystadt. Belgian 
finance minister, suggests that 
each member-state could offer its 
own undertakings and set goals of 
its own, with multilateral survefl- 
tonce as a support Undoubtedly 
tins would increase the influence 
of the European Co mmissi on in 
Brussels and put more meat fa the 
employment chapter agreed fa the 
ElTs Treaty of Amsterdam last 
June. 


The prime concern of 
Helmut Kohl, the German 
chancellor, ahead of the job 
summit has been to avoid 
any costly Europe-wide 
employment creation pro- 
gramme. 

Only with great reluctance 
did Mr Kohl accept an 
employment chapter last 
June fa toe EtTs Amsterdam 
Treaty. Despite Mr Kohl's 
high regard for Jean-Claude 
Juncker, Luxembourg's 
prime minister, Bonn has 
worked up little enthusiasm 
for the job summit. 

Unemployment in Ger- 
many is a record 45m. Yet 
for Mr Kohl the resolution of 
employment problems is 
first and foremost a task for 
national governments - a 
position be has made clear 
in meetings with British, 
French and Spanish leaders. 

In a speech to parliament 
last week, Mr Kohl said EU 
member-states should pro- 
vide a stable economic envi- 
ronment that would encour- 
age growth and jobs. He said 
Germany could learn from 
others' experience in com- 
batting unemployment, cit- 
ing the Netherlands and 
Scandinavia but signifi- 


cantly omitting to mention 
the UK. 

The Bonn government is 
hostile to the Idea of quan- 
titative convergence criteria 
on employment to help 
reduce Europe’s ism jobless. 
This Idea has been taken up 
with enthusiasm by Oskar 
Lafontaine, leader of the 
Opposition Social Democratic 
party, who in September 
suggested that such criteria 
should “rank equally with, if 
not have priority over" the 
economic convergence crite- 
ria for economic and mone- 
tary union. 

The government fears that 
such criteria could be 
wrongly perceived as a 
promise to reduce unemploy- 
ment to a specific level. 

Mr Kohl once declared it 
was the joint aim of toe 
Bonn government, the 
employers and trade unions 
to halve unemployment by 
2000. 

w To his irritation this 
“goal" has since been inter- 
preted as a government 
pledge and thrown in his 
face with every worsening of 
Germany’s jobless crisis. 


Peter Norman 


The European soda] market 
model needs to grow mare 
flexible if mass unemploy- 
ment Is to be reduced in the 
era of the single currency, 
according to a report pub- 
lished today fa Loudon by 
the independent: Federal 
Trust 

It argues that monetary 
and budgetary policy free- 
dom at national level will be 
restricted with the euro’s 
arrival, making it more nec- 
essary to carry through 
labour market reforms to 
remove regulations -that 
inhibit employment creation. ■ 
The report argues, how- 
ever, that the so-called 


Rhineland Model - an eco- 
nomic system that combines 
free markets with social reg- 
ulations to protect jobs.- is 
not primarily responsible fo- 
rking unemployment. The 
main blame lies in a down- 
ward trend fa the business 
cycle, coupled with German 
unification and the rtm-up to 
European economic and 
monetary union. It says. 

But the report also, says 
the model has “obviously 
jlayed an. important contrib- 
utory role” fa the increase in 
unemployment -because it 
delayed -reforming 
entrenched protective 
labour practices". - 


The report argues that 
“European countries cannot 
avoid far-reaching reforms in 
their national welfare 
systems and radical Hberalis- 
ation of their markets", by 
cutting social security bene- 
fit contributions and other 
non-wage labour costs while 
“raining in” the overall costs 
of welfare provision. 

“The test of toe viability of 
the Rhineland Model win be 
the skill and leade rship of 
the politicians fa persuading 
the voters and the social 
partners [employers and 
trade unions] of the need far 
change,” ft says. But the 
report also insists ti»t “nec- 


essary reforms", including 
. deregulation, “win not by 
themselves be sufficient for 
solving Europe's unemploy- 
ment crisis" unless they are 
coupled with “effective 
macro-economic policies for 
the promotion of growth". 

It praises the Netherlands 
for mamteinmg a consensus 
while making its labour mar- 
ket more flexible through 
encouraging part-time as 
well as temporary employ- 
ment and cutti ng non-wage 
labour costs. 

The Federal Trust says the 
UK, which takes over the EU 
presidency fa January, win 
enhance its EU credentials if 


it is prepared “to reco gnise 
not only the need for flexibil- 
ity but also the legitimacy of 
the value systems underly- 
ing the Rhineland Model to 
which most other EU mem- 
ber-states are in various 
ways committed”. 


France seeks VAT cut in 
labour-intensive sectors 


The report was drawn up 
by a working party with offi- 
cials from the European 
Commission, the Confedera- 
tion of British Industry, the 
Trades Union Congress, the 
European Round Table of 
Industrialists and toe Said 
Business School in Oxford. 


Robert Taylor 
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France in t ends to argue For 
a reduction in value added 
tax on labour-intensive 
industries as part of 
efforts to boost job 
creation at the Luxembourg 
summit 

Strengthened by its recent 
domestic action to cut 
high unemployment, the 
government plans to push 
its European partners 
to come up with precise 
targets across the EU - 
either for absolute job cre- 
ation numbers or a fixed 


objective for unemployment 

The government believes 
that a reduction* in the 
length of the working week 
- which fa France it plane to 
cut to 35 hours by 2000 - can 
help reduce unemployment, 
and would like to encourage 
discussion bn the subject at 
the summit as one of several 
measures. 

While French ministers 
shy away from the word 
“flexibility", they are wfllfag 
to discuss increased “supple- 
ness" fa the labour market. 


as long as it does not 
at the price of greater “pre- 
cariousness" for existing 
employees. 

The government views the 
summit as part of a longer- 
term process designed to 
boost the EITs commitment 
to a “social" Europe, and 
will attempt to demonstrate 
that it is not simply a 
hollow gesture set tip to win 
French support for monetary 
union. 


Andrew Jack 


Far-sighted encounter with the euro: 
our know-how lifts the veil. 


■ Tfe euro is on its wsy. On January in a global context . To unmask oppor _ 
1. 1999, exchange rates of the EU mem- .unities, and generate taiior-made con- 


fers will be fixed. And the European cepts. ■ Here too, DG BANK operates 


Cental Bank in Frankfurt tekes on stew- by a principle that makes eve* cus- 
ardship Of the new common currency. tamer a partner in a singular way. We 


Germany's prominence 


call it the WIR PR1NZIP, 


as a financial center is 


to which DG BANK and 


thus destined to further 


THE WIR PRINZIP 


its staff are whole- 


increase. ■ From its 


heartediy committed. It 


Frankfurt headquarters, 


is rooted in the classic 


DG BANK is ideally positioned to help tradition of the 


cooperative system link- 


business gain a clearsighted view of the 


ing equal business partners. And It has 


complex Euromarket And with a pres- a grea , future. Because it exemplifies 
ence in the world's major regions of eco- the cental idea of partnership: mutual 


nomic activity, it offers local expertise cooperation leads to 


mutual success. 
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Chinese dissident flown to US 


By Tony Walker in Beijing 


Wei Jingsheng, China's 
highest-profile dissident, 
arrived in the US yesterday 
after being Creed on medical 
parole, just weeks after Chi- 
nese and US leaders held 
talks in Washington. 

Mr Wei's release follows 
speculation that China was 
about to free a leading dissi- 
dent in order to improve 
relations with the US. 

E rskin e Bowles. President 
Bill Clinton's chief of staff, 
said the president would 


meet Mr Wei, once he had 
received medical treatment 
His release had been a top 
priority for the administra- 
tion. and Mr Clinton had 
worked hard to secure it 

US officials preparing for 
the summit meeting between 
Mr Clinton and Jiang Zemin, 
his Chinese counterpart had 
warned it would be difficult 
for Mr Clinton to make a 
return visit to China while 
dissidents like Mr Wei lan- 
guished in jail. 

Mr Wei's release seems 
certain to lead to renewed 


pressure on Beijing to free 
other prominent dissidents. 
Including Wang Dan. one of 
the leaders of the Tianan- 
men Square protests, who 
was sentenced last year to 11 
years in jail for subversion. 

Western officials in Beijing 
described Mr Wei's release 
as a positive step and said it 
was an acknowledgement by 
China's leaders that his jail 
term was excessive. 

Wei Jingsheng, 47. was 
jailed in 1995 for 14 years on 
charges of subversion. 

Two years earlier he had 


been heed after serving all 
but six months of a 15-year 
sentence for his role in the 
1978-79 Democracy Wall 
movement during which he 
criticised Deng Xiaoping. 

Accompanied by Chinese 
security personnel and US 
officials. Mr Wei was 
whisked in an official car to 
the steps of a Northwest Air- 
lines direct flight to Detroit. 

China's leading dissident 
had always insisted he 
would resist attempts to 
send him abroad, saying this 
would weaken his campaign 


for Chinese democracy. But 
in the end Mr Wei may not 
have been given a choice. 

His family, who had a 
brief meeting with him in 
Beijing overnight, said he 
was In “high spirits''. 

Me Wei's brother was 
quoted as saying: "He wants 
to come back one day. He 
will continue to work for his 
ideals." 

Mr Wei is said to be suffer- 
ing from heart problems and 
high blood pressure. His 
teeth disintegrated during 
his years in captivity. 



Wei Jingsheng: released 
on medical parole 



hacking for regional stability package 


By John Ridding 
in Hong Kong and 
Justin Marozzi in Manila 


Hong Kong's financial 
authorities have signalled 
their hacking for a "stability 
package” to aid regional eco- 
nomic reforms, but have dis- 
tanced themselves from 
plans for a formal Asian 
fund to support battered 
financial and currency mar- 
kets. 

In an interview published 
yesterday in Hong Kong's 
Sunday Morning Post. 
Joseph Yam. head of the 
Hong Kong Monetary 


Authority proposed a “safety 
net" facility to support struc- 
tural economic reforms and 
prevent a contagion effect. 
However, the head of the ter- 
ritory's de facro central hank 
stressed any facility must be 
consistent with International 
Monetary Fund programmes. 

Mr Yam's comments come 
ami d a growing debate over 
the need for an Asian fund 
to support regional markets 
and economies affected by 
financial crises. Finan ce offi- 
cials from Asia and the G7 
group of industrialised 
nations are due in Manila 
this month to discuss finan- 


cial support schemes and 
how to improve regional 
co-operation. 

Michel Camdessus. IMF 
managing director, said at 
the weekend he hoped a 
broad outline for regional 
co-operation measures could 
be agreed by next month's 
meeting of finance ministers 
from the Association of 
South East Asian Nations. 
He said general accord had 
been reached on the need for 
mutual economic surveil- 
lance and for measures to be 
consistent with IMF pack- 
ages. 

Speaking in Manila. Mr 


Camdessus said the Philip- 
pines had been less damaged 
than its south-east Asian 
neighbours by regional tur- 
moil but would need to con- 
tinue strengthening its 
financial sector to avoid fur- 
ther difficulties. 

Mr Camdessus' arrival in 
Manila, his last stop in a 
regional tour which baa 
taken in Thailand, Malaysia 
and Indonesia, coincides 
with a separate IMF review 
of the Philippines’ present 
programme with the fund. 

"The Philippines has been 
less affected than Thailand 
ar\ri Indonesia by this crisis 


certainly due to the quality 
and continuity of efforts 
made during the last six 
years for the re-establish- 
ment of sounder macro-eco- 
nomic bases and the stabilis- 
ation of the financial sector,” 
Mr Camd essus said. 

In an upbeat endorsement 
or the country’s reform 
efforts. Mr Camdessus said 
progress made under the 
Philippine’s IMF’s pro- 
grammes had helped con- 
vince markets it was “impru- 
dent to attack the country". 

The Philippines had to 
continue strengthening the 
financial sector, improving 


supervision of the banking 
Sector and maintaining ' the 
momentum of reforms. “The 
world is a more dangerous 
place” than when the coun- 
try entered the $684m IMF 
programme three years ago, 
he said. The government 
must also decide whether 
with its level of foreign cur- 
rency reserves it was ready 
to leave the ftmd “without 
some kind of protective 
arrangement". 

The country is poised to 
exit from 35 years of IMF 
supervision by the end of the 
year, subject to completing 
its programme. 



Burma’s junta 
in move to 


bolster image 


By WSRam Barnes 
in Bangkok 


Burma's ruling generals 
have changed the name of 
the junta and reshuffled 
both the junta cabinet 
In an apparent attempt to 
strengthen the regime in the 
face of a crumbling economy 
and rumoured internal 


raws. 

However, the move is 
unlikely to presage any 
quick relaxation of the mili- 
tary’s 35-year grip on the 
country, according to 
observers. 

The State Law and Order 
Restoration Council - Slorc 
- was scrapped at the week- 
end when the regime 
announced that the junta 
would hum now on be the 
State Peace and Develop- 
ment Council. The official 
reason for the revamp was 
to ensure emergence or an 
orderly and democratic sys- 
tem and to establish a peace- 
fill and modem state. 

The top four leaders in the 
trimmed down 19 -member 
junta remain. General Than 

Shwe, the chairman and 


prime minister, will con- 
tinue to mediate between 
the hardline army chief 
General Whang Aye and l.t 
Gen Ehin Nyunt, the reput- 
edly more pragmatic intelli- 
gence head. 

However, several ageing 
soldiers - including the 
most grossly corrupt - have 
been retired Into an advi- 
sory group, after being 
replaced by the 11 powerful 
regional army commanders. 

Twenty-five former minis- 
ters return in the new 40- 
stroug military-dominated 
cabinet* including foreign 
minister Ohn Gym*, finance 
minister Brig Gen Win Tin 
and planning minister Brig 
Gen David Able. 

Critics are unmoved by 
the revamp. 

“They could call them- 
selves the Warm and Fuzzy 
Council,” said the Malaysian 
co-ordinator of the Alterna- 
tive Asean Network on 
Burma. Debbie Stotbard. In 
Bangkok, “but a junta by 
any other name would still 
be an international pariah 
and deeply unpopular with 
its own people." 


China 
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Chinese fears 
of slowdown 


gather pace 


C hina’s leading bank- 
ers and economists 
meet in Beijing today 
to discuss financial sector 
reform, bnt their annual 
gathering will be overshad- 
owed by deepening concern 
about a slowing economy 
and possible fallout from tur- 
bulence in Asian markets. 

While Chinese leaders 
painted a rosy picture of eco- 
nomic achievements and 
prospects at September’s 
Communist party congress, 
signs of economic slowdown 
plus a deteriorating external 
environment have fuelled 
doubts about China's ability 
to maintain projected 
growth of 8 to 9 per cent 
inflati on for October of 0.4 
per cent has raised fears of 
deflation in an economy 
afflicted by over-capacity in 
some sectors, such as con- 
sumer durables. 

Adding to concerns is the 
feet that political constraints 
are weighing on economic 
policymaking. China is 
caught between September's 
party congress and next 
spring’s National People's 
Congress, or parliament, 
which will approve a new 
government and premier for 
the next five years. The out- 
going government under 
Premier Li P eng is tbw afarg 
something of a lame duck. 

Fan Gang, director of the 
National Economic Research 
Institute, a privately funded 
tMnfc^anic , is concerned that 
the authorities will delay 
measures to stimulate the 
economy. He says an obvi- 
ous step is to speed approv- 
als of new- projects and for 
the government itself to 
increase infrastructure 
spending. “All this turbu- 
lence in south-east Asia will 
rmiw bankers investors 
more cautious," he says. 

But Mr Fan, who has been 
advocating cautiously expan- 
sionist policies all year, fears 
government concern about 
resurgence of inflation, cou- 
pled. with reluctance to 
acknowledge looming prob- 
lems, may work against 
early action. He is also con- 
cerned that Chinese officials 
may have misunderstood the 
implications of the Asian 
slo w down, and believe there 
is a “firewall" between 
China and the region. 

Signs of slowdown were, 
in any case, apparent before 
the meltdown of south-east 
Asia’s market, turmoil in 
Hong Kong and worrying 
signals from Japan and 
South Korea. The latter are 
awinng China’s most impor- 
tant trading partners. 

Financial institutions, 
undo- stricter central bank 
control, are becoming more 


selective about projects they 
are willing to support, fall- 
ing well short of fulfilling 
government credit quotas. 
This is a marked turnaround 
from the earlier years of the 
economic boom when the 
central bank had difficulty 
enforcing credit ceilings. 

Another indication of slug- 
gishness is slowing growth 
in investment by collective 
or non-state enterprises. In 
the eight months to August, 
investment in collectives - 
which account for about one- 
third of industrial output - 
were 8.4 per cent higher 
than the same period last 
year. This is the first time 
since the late 1980s that 
investment growth in the 
non-state sector has fallen 
below that of investment in 
industry generally. 

At the same time, invento- 
ries continue to grow signifi- 
cantly fester than industrial 
output. The likelihood of 
greater competition in over- 
seas markets following 
devaluation of south-east 
Asian currencies will compli- 
cate efforts to reduce stock- 
piles of unsold goods. 


T he National Economic 
Research Institute in 
its monthly newslet- 
ter, China Macroeconomic 
Analysis, noted that invento- 
ries grew by 13.7 per cent in 
real terms In August, faster 
than both output and fixed 
inves tment 

Consumer demand is also 
slackening and although 
China's exports have risen 
strongly this year, helping to 
drive economic growth, 
there are signs of a slow- 
down. 

Foreign investment this 
year will more or less match 
last year's level, but a sharp 
drop in pledged investment 
over the past year or so indi- 
cates that growth in utilised 
Investment will begin to 
slow over the next few years. 

But Chinese officials 
appear convinced they 
remain on the right track. 
“The main issue in the Chi- 
nese economy is not speed, it 
is quality, " said Chen Jin- 
hua, minister of the power- 
fid State Planning Commis- 
sion. “We feel that if the 
situation is not handled 
carefully we will face the 
danger again of overheating 
like 1993." 

Concern about a resur- 
gence of Inflation may still 
be uppermost in the min ds 
of China’s leaders, bat ways 
to preserve growth are set to 
assume greater importance. 


Tony Walker and 
James Harding 
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Albright in fierce attack on Israel 



By Judy Dempsey 
Jn Doha, Qatar 


Madeleine Albright at the 
Mena conference yesterday 


Madeleine Albright, US 
secretary of state, yesterday 
delivered a sharp attack on 
Israel, blaming it for “dire” 
economic conditions in the 
Palestinian-ruled West Bank 
and Gaza. 

Her remarks, which 
received wide applause, were 
made during the opening of 
the fourth Middle. East and 
North Africa economic sum- 
mit, boycotted by several 
Arab states, Including Egypt, 
Saudi Arabia and Morocco. 

They followed a scathing 
attack on Israel by Shaikh 
Hamad Bin inialifa al-Thani, 


Emir of Qatar and host of 
the Mena conference. 

The emir said the peace 
process . was “passing 
through a critical phase 
where it is impeded by the 
intransigence of the Israeli 
government and its unjustifr 
able backing-down on the 
accords that it has 
concluded.” He said Israel 
was exposing the region to a 
danger of “unpredictable 
dimens ions.** 

Mrs Albright singled out 
Israel's policies of closing 
the border with the West 
Bank and Gaza. 

As a result of these “secu- 
rity-related closures”, the 
Palestinian economy was in 


“dire" condition and eco- 
nomic trends had turned 
sharply negative. 

Natan Sharansky, Israel's 
trade and industry minis ter 
who Is leading the Israeli 
delegation, said he was sur- 
prised by Mrs Albright's 
speech. "Perhaps they reflect 
her frustration with the 
peace process. But rm not so 
sure this is the right place to 
do so.” 

Mrs Albright had arrived 
in Doha after meeting Yassir 
Arafat, president of the Pal- 
estinian Authority, in Berne 
on Saturday, and earlier 
in London Benjamin 
Netanyahu, Israeli prime 
minister. 


She said the meetings 
helped bring both sides back 
to the negotiating table 
which would focus on a US- 
sponsored four-part agenda. 
This would include security, 
further Israeli pull-backs 
from the West Bank, a 
“time-out” on Jewish settle- 
ment activity and acceler- 
ated negotiations on a per- 
manent settlement. 

But Mrs Albright said time 
was “not on our side”, 
adding that every week that 
went by without a renewal 
of peace created new oppor- 
tunities for the enemies of 
peace and discouraged those 
who urgently desired peace. 

And in a direct message to 


the Arab states,- some of 
whom have accused the US 
of favouring Israel, Mrs 
Albright said Washington 
would continue to play “the 
role of honest broker 1 
appealing to than to support 
its efforts. 

Diplomats said Mrs 
Albright was keen to stress 
this point as Washington 
continued efforts to build a 
diplomatic front against Sad- 
dam Hussein of Iraq. Alter 
spending a few hours in 
Doha - Mrs Albright was 
originally scheduled to 
remain throughout the con- 
ference - she travelled on to 
Saudi Arabia, Kuwait and 
Rah rain 


Liberalisation key to growth, says IMF 

Economic potential of Middle East and North Africa could be freed by reforms and investment 


T he countries of the 
Middle East and 
North Africa face a 
stark choice, according to 
the International Monetary 
Fund. 

Either they do more to 
restructure their economies 
and participate in the global 
economy, or do nothing and 
risk missing out on the 
chance to generate wealth 
and bring greater prosperity 
to their people. 

The economies of the 
region continued to 
strengthen during 1997, 
reaching an average annnai 
growth rate of 4 per cent, 
according to the IMF's 
report, produced to coincide 
wfth the Mena economic 
conference which opened 
yesterday in Doha, Qatar. 

The IMF warns that recent 
setbacks to peace negotia- 
tions between Israel and the 
Palestinians “continue to 
undermine potentially posi- 
tive region -wide economic 
activities". 

Growth in the Mena 
region, which spans 23 coun- 
tries. from the Arab League 
states to Iran and Israel, was 
last year fuelled by favoura- 
ble external conditions. 
These included a sharp 
increase in international off 
prices and good weather in 
the Maghreb. Growth last 
year was L& per cent and 
this year is expected to be 4 
per cent 


This year, the IMF says, 
economic improvements 
have been driven much more 
by domestic policies, with 
many governments commit- 
ted to prudent fiscal and 
monetary policies and to 
moving away from inward- 
oriented, public sector-led 
development strategies to 
more open economies. 

As a result, the region’s 
average inflation rate 
declined from 12.4 per cent 
in 1996 to an estimated 9j6 
per cent this year. Mena’s 
external debt also declined, 
while foreign exchange 


credit agencies. 

The IMF singles out Egypt, 
Jordan. Israel, Morocco and 
Tunisia for going furthest 
with their macroeconomic 
stabilisation programmes, 
begun in the early 1990s. 
Iran. Yemen and other coun- 
tries recently adopted simi- 
lar measures, but results 
have been mixed. 

In Lebanon, the slowdown 
in construction and Israel's 
bombing raids last year 
hampered growth. Growth 
slowed, too, in Syria, and in 
Morocco this year because of 
bad weather. And the Pales- 


Private sector needs incentives to 
compete instead of living off rents 
and government largesse 


reserves continued to rise. 
The ratio of external debt to 
gross domestic product fell 
from more than 35 per cent 
in the early 1990s. to 31 per 
cent in 1996. It is expected to 
fall to 29 per cent in 1997. 

Mena's debt burden - mea- 
sured by the ratio of total 
debt service to total exports 
of goods and services - 
declined to 11 per cent in 
1996 from more than 16 per 
cent the previous two years. 
This has led to a decline in 
market risk premiums and 
related borrowing costs as 
well as Improved ratings by 


tinian economy contracted 
for a second year running 
because Israel repeatedly 
dosed the border with the 
West Bank and Gaza, and 
withheld transfers of rave- . 
nue to the Palestinian 
Authority. Growth in Israel 
- which will slow to below 2 
per cent this year compared 
with growth of 4.5 per cent 
last year - has been affected 
by lower i mmi gration, the 
deteriorating security situa- 
tion and high interest rat es - 
These problems aside, the 
IMF is adamant that the eco- 
nomic potential of the region 


continues to be constrained 
by macroeconomic instabil- 
ity and serious structural 
impediments. The region's 
300m people account for 6 
per cent of the world's popu- 
lation. But the region’s nom- 
inal GDP of $720bn last year 
was only about 25 per emit 
of the world figure and 14 
per cent of developing coun- 
tries’ GDP. 

To tap its potential and 
take part in the global econ- 
omy, the IMF says Mena 
countries must establish 
conditions for sustained 
growth. Investment should 
lead the way. 

So far, foreign direct 
investment “has been slug- 
gish at best”, averaging 
between 0.5 per cent and 0.7 
per cent of GDP since the 
19806. 

Privatisation, deregu- 
lation, and the liberalisation 
of “highly protective exter- 
nal trade regimes”, should 
be stepped up to reduce gov- 
ernments’ economic role and 
increase Mena's interna- 
tional competitiveness. 

Such policies are moving 
ahead in Egypt, Kuwait and 
Morocco, says the IMF, and 
Jordan, Iran and Israel have 
started the process as the 
region attempts “to over- 
come years of economic 
tmderperformance with 
entrenched vested interests”. 
But the IMF argues that the 
private sector needs more 
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incentives to compete inter- 
nationally instead of "living 
on rents and off the largesse 
of the government". 

It adds that the private 
sector has been slow to 
establish “an internationally 


competitive corporate cul- 
ture and structure”, and has 
failed to tap the foil poten- 
tial of the region's key attri- 
bute - its human resources. 


Judy Dempsey 


Morocco 

election 

results 

attacked 


By Roula Khalaf 
in Rabat 


Uranium 

investors 

accuse 

Kazakhs 


By Nancy Dunne 
in Washington 


Morocco's opposition has 
sharply criticised the official 
results of Friday's legislative 
elections, in which no politi- 
cal bloc woo a dear majority 
in the 325-member lower 
house. 

The opposition emerged 
with a total of 102 seats 
against 100 seats for the pro- 
government parties and 97 
for the centre-right, with the 
rest going to smaller parties. 

Officials of the Socialist 
Union of Popular Forces 
(USFP), the main opposition 
party which emerged as the 
largest but with only 57 
seats, said government 
promises of a fair poll were 
not respected and wide- 
spread vote-buying by pro- 
government parties toler- 
ated. “The results are cata- 
strophic," said Khalid Soufi- 
ani, a member of the USFP’s 
central committee. The use 
of money to buy votes was 
flagrant." 

Driss Basri. the interior 

minis ter, Insisted that only 
isolated irregularities had 
been recorded. 

Islamists candidates run- 
ning on the ticket of an old 
inactive party won nine 
seats in the elections, but 
claimed the government had 
stripped them of an addi- 
tional three seats. Still, this 
will allow a token Islamist 
representation in parliament 
for the first time. 

The larger Islamist move- 
ment, A1 Adi wal Ihsan, is 
not allowed to form a politi- 
cal party and unwilling to 
enter the political scene 
through the back door. 

The elections were meant 
to promote Morocco's demo- 
cratic credentials and allow 
the opposition to take over 
the running of government, 
largely dominated since 
independence by pro-govern- 
ment parties. 

But political leaders and 
analysts said yesterday the 
patchwork that emerged 
from the elections is so 
diverse as to thwart any seri- 
ous hope for change. 


President Nursultan 
Nazarbayev of Kazakhstan 
arrived in Washington yes- 
terday for meetings with 
President Bill Clinton and 
Vice President A1 Gore amid 
accusations that his country 
has reneged on privatisation 
contracts. 

World Wide Minerals, 
USA, and Nnclear Fuel 
Resources claim they have 
lost millions of dollars 
because of Kazakhstan’s 
failure to honour contrac- 
tual obligations. Camico of 
Canada and Uranerz of Ger- 
many have also reportedly 
had contracts cancelled 
after investing together in 
Kazakh uranium mining. 

Placerdome. a Canadian 
gold company, had difficulty 
getting $35m refunded on a 
mine that was inoperable 
because it depended on 
unreliable Russian energy. 
In the end it settled for 
$25m, said an official in an 
organisation encouraging 
business in Ka«khgfe>n 

World Wide Minerals said 
Kazakhstan encouraged ft to 
first develop northern ura- 
nium deposits before being 
allowed to invest in more 
lucrative uranium mines in 
southern Kazakhstan. 

But once the northern 
mine was revived, heat and 
light provided for the once 
“secret city” of Stepnog- 
norsk and debts and salaries 
paid to 4,500 workers, the 
Kazakh government refused 
to grant WWM an export 
licence. The mine has since 
closed, with World Wide 
claiming de facto expropria- 
tion of its investment, which 
ultimately could have been 
worth S500m- 

Mr Nazarbayev, who 
hopes to make his oil-rich 
country the first central 
Asian tiger economy, is to 
chair with Mr Gore the 
fourth session of the Kaz- 
ahhstan-PS Joint Commis- 
sion. The US has set up sev- 
eral such groups with 
emerging economies to 
move them towards free 
markets. 


It’s like what the beaver 


said to the rabbit as they stared up 


at the immense earthworks of the dam: 


‘No, I didn’t actually build it — 


but it’s based on an idea of mine. 
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Government has yet to approve a $200m investment in the consortium’s new aircraft uk news digest 


Airbus project faces Treasury hold-up 


By Michael Skapinker 

The launch of a new range of 
Airbus Industrie aircraft is being 
delayed because the UK Treasury 
is holding up approval of a S200m 
investment in the project. 

The Airbus A340-500 and 600 air- 
craft were to have been launched 
at the Dubai air show this week to 
spearhead the European consor- 
tium's challenge to Boeing of the 
US. British Aerospace executives 
are embarrassed, however, that the 
UK has not yet announced its sup- 
port for the aircraft, while the 
French and German governments 


are giving their backing to the 
project. 

Their discomfort is particularly 
acute because the UK has been 
urging other governments to help 
consolidate and develop the Euro- 
pean aerospace industry so that it 
can compete with Boeing, which 
this year strengthened its world 
leadership by acquiring McDonnell 
Douglas, also of the US. 

British Aerospace, one of the 
Tour owners at Airbus, said yester- 
day that it had applied for govern- 
ment investment in the aircraft in 
July but had not yet had a 
response. The Airbus partners - 


BAe, Aerospatiale of France, 
Daimler-Benz Aerospace of Ger- 
many and Casa of Spain - are ask- 
ing their governments to fund a 
third of the S2bn development cost 
of the aircraft, as permitted by a 
US-European Union accord on state 
aid. The investment would be on a 
commercial basis and the govern- 
ments would expect to earn a 
healthy return, as they have on the 
twin-engined A320 aircraft family. 

BAe is believed to have written 
to Tony Blair, the UK prime minis- 
ter, last week, saying that the 
investment was urgently needed. 
The government last week 


approved a 9340m investment in 
Rolls-Royce engines. Airbus has 
named Rolls-Royce as tbe sole 
engine supplier for its new A340 
aircraft. 

The planned A340-5QQ is a long 
range version of the existing four- 
engined A340 aircraft. The A340-6OO 
is an extended version of the air- 
craft, capable of carrying about 380 
passengers. The A340-600 is 
designed to compete with the Boe- 
ing 777 and smaller versions of the 
747. Airbus hopes the aircraft will 
help to break Boeing's hold over 
the large passenger jet business. 

Three airlines - Virgin Atlantic 


Global warming measure 
helps investors check risk 


Global warming indicator 


Conversion** 


Energy related carbon tSeodde em is si ons 


By Leyla Boulton, 
Environment Correspondent 

A tool has been developed in 
Britain to help investors 
assess companies' contribu- 
tion to climate change and 
their resulting exposure to 
financial risk. 

A so-called global warming 
indicator enables companies 
to measure their output of 
carbon dioxide from fossil 
fuel consumption, whether 
in making and transporting 
products or heating offices. 

The measure has been pro- 
duced by Imperial College 
and National Provident Insti- 
tution, the insurance com- 
pany. They hope it will 
become an internationally 
accepted reporting require- 
ment in company accounts. 

Carbon dioxide Is the most 
important greenhouse gas 
associated with global 
warming. Tbe indicator's 


sponsors argue that compa- 
nies least able to curb tfaeir 
emissions could incur finan- 
cial penalties. 

“That companies should 
produce such an indicator is 
not simply a matter of cor- 
porate responsibility 
towards a chronic global 
issue, it is also a matter of 
providing shareholders with 
more adequate information 
about exposure to new 
costs," tbe proposal for the 
scheme says. 

“Such costs, arising from 
taxes and changing market 
conditions, are likely to arise 
as counter measures to 
increased global wanning 
take hold." 

Developed countries meet 
in Kyoto, Japan, next month 
to negotiate their first 
legally binding reductions in 
greenhouse gas emissions. 
Many governments are 
expected to step up mea- 


sures to discourage fossil 
fuel waste as well as to move 
away from carton intensive 
fliels such as coal and pro- 
mote renewable sources. 

Some experts believe 
financial markets could 
become the most potent 
source of pressure for envi- 
ronmental improvements. 
Tessa Tennant, bead of ethi- 
cal investment at NPL said 
the indicator would be par- 
ticularly useful for differen- 
tiating between companies 
in the same sector. 

Investors' emerging 
responsiveness to environ- 
mental considerations was 
illustrated on October 21 
when shares in RJB Mining, 
the coal mining company, 
fell 23 per cent Investors 
were reacting to a sell 
recommendation by Dresd- 
ner Kleinwort Benson, 
which said environmental 
measures would batter the 
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of the UK, Air Canada, and Eva of 
Taiwan - have said they want to 
buy tbe new aircraft. Industry 
observers say that customers will 
announce orders, for as many as 80 
aircraft, as soon as Airbus says 
officially that production will go 

However, industry executives 
say that the UK government's 
funding delay means the official 
launch date ts now uncertain. One 
executive mid; “it's the wron g sig- 
nal to be sending to the French and 
the Germans and it will confirm 
their view that the British do not 
really take the industry seriously." 


Loan to 
aid Oman 
work bids 
backed 


coal industry In spite of 
hopes the Labour govern- 
ment would prop it up. 

The indicator scheme is 
being circulated to UK 
accountants and companies 
for review. 

It is the latest attempt to 
link companies’ financial 
and environmental perfor- 
mance. Last year. Business 
in the Environment, a UK 
non-profit organisation, tried 
to rank Britain's 100 biggest 
companies according to their 


commitment to environmen- 
tal management 

Companies’ subsequent 
efforts to improve their 
ranking in this year's exer- 
cise reveal just how much 
influence even voluntary 
benchmarking schemes 
wield. 

Once the indicator has 
been reviewed by some of its 
potential users, it will be 
available for any bumness to 
try out. Initially on a volun- 
tary basis. 






Where do you go 
if your head’s 
set on a successful 
call centre? 


What is it that makes Scotland the leading destination 
for companies setting up telephone-based service centres? 
The answer is people. Bright, talented, well educated people. 

With over 100 calf centre operations, employing well 
over 15,000 people, it’s plain to see that more and 
more companies, of all sizes, are capitalising on 
Scotland's high quality employee resource. 

%% But you don't need to take our word for it 

\ “We tend to close well over 90% of our 
1 Xiy sales contacts on first call from our 
I $1 Scottish call centre, - explains Carol 
t |£ Walker, British Telecom’s Glasgow 
A: Service Development Manager. 

jKjfl BBSS?; “We set very demanding requirements 
for the levels of expertise, education and 
' * especially commitment needed from the staff 

we recruited," says Lynne Harvie, Director of 

BBC Radio Helpline. 

“One of the main reasons we selected Scotland was the quality 
of the workforce. We had 100 jobs to fill and had over 2,000 
applicants," said John Morris, Operations Manager of Thomas 
Cook Direct, the UK’s largest 'book by phone’ specialist. “We 
are committed to a four year expansion programme and 
know that the local workforce can meet the qualifying 
standards we set.” 

And once you’ve recruited the people you need, you 
can be sure you’ll keep them. Just ask Derek Andersen, 
gAjSewphone Sales Manager, Scotland with British Airways: 
■Our people have shown tremendous loyalty, dedication and 
commitment to the success of the company. Productivity is up 
and staff turnover remains in single figures." 

Vour company could be next If you're looking to establish 
a call centre that really works, start by contacting David 
Scrtmgeour at Locate in Scotland, he'll be happy to give you 
all the help you need. 

+ 49 ( 89 ) 59047 130 

E-mail: davkl.scrimgeour©scoterrtco.uk 
Call centra web address: httpv7www.scotca{Lcorn 


For more Inf o rmation, complete and return this coupon today to Locate in Scotland, Amulfstrasse 27, 80335 Munich. 
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LOCATE IN SCOTLAND 


By Andrew Taylor 
and Arkady Ostrovsky 

Oman said! it had signed a 
S2bn deal with international 
hanfcg and credit institu- 
tions over the weekend to 
finance a 6.6m-tonne 
liquefied natural gas plant, 
part of one of the most 
ambitious energy projects in 
the Middle East. 

As part of the deal, the UK 
Export Credits Guarantee 
Department is s uppo r tin g a 
8550m loan to help British 
companies win work on the 
plant, to be built at Qalhat 
on the sultanate's north-east 


The Export Credit Guaran- 
tee Department Is Britain’s 
official export credit risk 
insurance agency. Other 
export credit insurance for 
the project is being provided 
by SACK and Mediocredito 
of Italy. NCM of the Nether- 
lands and the US faimhanlt. 

Oman ING plans to repay 
the international loans 
arranged by ABN Amro, 
NatWest Markets, Bank of 
Tokyo-Mitsuhishi, Credit 
Agricole Indosuez, Citibank. 
Korea Exchange rpmfc and 
Gulf International Bank, 
from the proceeds of gas 
sales to the Korean Gas Cor- 
poration. Oman LNG has 
already secured an agree- 
ment with South Korea to 
export 4.1m tonnes of gas 
annually over 25 years.- 

Oman LNG is 51 per cent 
owned by the Oman govern- 
ment. Private shareholders 
include Royal/Dutch Shell 
with 30 per cent of LNG, as 
well as Total, P&rtex Corpo- 
ration, Mitsubishi Corpora- 
tion, Mitsui, Itochu Corpora- 
tion and Korea LNG. 

Hie LNG plant is part of 
an ambitions £L5hn project 
which Includes the construc- 
tion of a 355km pipeline 
from Seih Root and Bark in 
centra} Oman to Qalhat, and 
the building of a S400m gas 
processing plant in Bark. 
Seih Rool bos proven 
reserves of 18.6 trillion 
cubic feet and estimated 
reserves of 25.4 trillion 
cubic feet. 

The project "envisages 
pumping the gas from cen- 
tral Oman at a rate of 33JSm 
cubic meters a day to a two- 
unit station, which would 
produce 6.6m tonnes of 
liquefied natural gas a year 
is scheduled to come into 
operation by 2000. The proj- 
ect, one of the largest in the 
Middle East, is a major con- 
tribution to Oman's efforts 
to diversify sources of 
income. 


Tube sell-off 
hits problems 

The government's favoured option . for achieving a partial 
privatisation of London Underground has run Into techni- 
cal difficulties which are delaying a decision. 

Splitting the Tube into a privately-owned track ana >ig- 
p oiling network while train operations remain in the pud- 
lie sector was one of the options proposed in a study by 
Price Waterhouse, the accountants. But consultants witn 
previous experience of British Rail and other privatisa- 
tions criticised this proposal as being complicated, expen- 
sive ar *d unlikely to deliver 

Mr John Prescott, the deputy prime minister, said at 
the weekend: -We have moved on a lot. We are not as we 
were four weeks ago. There is an active discussion going 
an, but it is important to get it right because we are 
talking about an awful lot of money. It is an excellent 
report which pots up various options but we have some 
disagreements with It and are checking out the conclu- 
sions. There are problems and advantages to each of the 
options." Charles Batchelor 

■ GAS 

Standardised contract launched 

Thirty erf the UK’s leading gas producers, shippers and 
investment him fa* will today launch a tailor-made con- 
tract to help standardise trading at the Cast-growing natu- 
ral gas spot market. . . 

The contract, masterminded by BP Gas, will be based 
chi trading natural gas at tbe national b al an cin g point, a 
notional location within the pipeline system, operated by 
Transca, where companies buy and sen gas to balance 
supply and demand. The NBP market accounts for 15 per 
cent of all physical gas traded in the UK. Its volume has 
doubled in the past two years and the market handles 
about 75 per cent of all short-term deals. The new contract 
will supplement the «wr*«ting screen-based gas futures con- 
tract launched earlier this year by London's International 
pet roleum Rwhawg w. BP Gas has hailed the new contract 
as the first industry-wide document which lays out stan- 
dard terms and conditions for trading gas at the UK spot 
market 

But Morgan Stanley Dean Witter, the US investment 
hank, said that although the contract was a step in the 
right direction, it had a long way to go before it could be 
called a “perfect contract". Arkady Ostrovsky 

■ FARMING j 

Buyers race to finalise deals 

Farmland buyers are rushing to finalise purchases before 
the chancellor's Green Budget on November 25 in antici- 
pation. that tax reliefs could be abolished. Land experts 
report strong d emand has kept farm prices high. 

Andrew Pearce, of the Lincoln office of estate agents 
Savills said: “A lot of buyers were trying to get sorted out 
before next year's Budget Then the government 
announced this green paper and caused a panic. A lot of 
people are trying to exchange contracts by the 25th." He 
knew of one deal where the price was probably £500 an 
acre more than the E5J0Q0 or so going rate. Many agents 
report a shortage erf farms for sale, although the prospect 
of falling form profitability is expected to Increase supply 
and reduce demand. Maggie Orry 

■ JOHNSON MATTHEY COLLAPSE 

Pakistani financier arrested 

Mahmud Sipra. the Pakistani financier, been arrested 
mi chargesof theft connected to the collapsn of Johnson 
Matthey Bankers in 1964. The Serious Fraud Office said 
Mr Sipra, wanted for questioning since the bank stopped 
trading with debts of £25fan, returned to the UK volun- 
tarily last month when he was arrested by City of London 
Police. Since then he has made a weekly court appearance 
in which his custody has been renewed pending his trial 
an eight counts of theft 

Tbe SFO alleges that Mr Sipra stole £620,000 from the 
hank, of which be was an important customer, through 
bis shipping business Eurostem Maritime. The SFO said 
no date has been set for the trial as it is still In the pro- 
cess of unearthing old files on the case in collaboration 
with tbe police. Jonathan Guthrie 

■ MILLENNIUM BOMB 

Wanting on new computers 

Retailers are scilllng thousands of personal computers that 

could malfunc tion when the new miTlmnfawn hpgiim 

according to an investigation by Prove It 2000, a computer 
auditing company. 

The computers have internal clocks that cannot recog- 
nise dates In years later than 1999. As a result, said Prove 
It 2000, programs dependent on the docks could crash or 
produce errors. 

Tbe investigation found that 23 out of 26 computers 
selected randomly from among tlu»e on sale could not 
cope satisfactorily with the date change. This was in spite 
of assurances to the contrary from sales staff “Both the 
computer and retail industries are well aware of the Year 
. 2000 when it comes to software, but are ignoring very real 
problems with hardware,” said Richard Coppel, joint chief 
executive of Prove It 2000. ‘They are exposing themselves 
to significant danger in the courts” Jonathan Guthrie 


Manufacturing centre’s 
exports hit 17-year low 


By rechard Wofffe In London' 

Exports from the UK’s 
manufacturing heartland 
have fallen to their lowest 
levels in 17 years, leading to 
a severe decline In business 
Confidence amon g Biannfav 
hirers over the past six 
months. 

'But a sharp divide has 
emerged between Midlands 
manufacturers serving over- 
seas and home markets, and 
companies in the services 
sector. 

The strength of sterling: 
has pushed companies in the 
West Midlands to report 
exports falling to a level 
lower than when the UK left 
the European exchange rate 
mechanism in 1962. 

A survey of almost 1,000 
companies in the region - in 
central England - reveals 

one-third of businesses 
reported declining exports, 
compared with one-quarter 
of companies five years ago. 
A gindlar number of manu- 
facturers said devaluation of 
the pound would have the 
biggest Impact on business 
oonfidfince- 


However, West Midlands 
manufacturers also reported 
stable order books and over- 
all levels of sales, as many 
have switched from exports 
to meeting growing domestic 
demand. Some 34 pa- cent of 
manufacturers are even 
reporting a squeeze on pro- 
duction capacity. 

Across the region, a two- 
speed economy appears to 
have emerged between 
depressed manufacturers 
and buoyant services compa- 
nies. This is according to the 
West Midlands Business Sur- 
vey produced by Price 
Waterhouse, the accountant, 
in conjunction with the busi- 
ness -schools erf tbe universi- 
ties of Warwick and Wolver- 
hampton. 

Three-quarters of services 
businesses reported higher 
sales, while half said they 
were increasing their work- 
force - the highest levels for 
more than two years. Large 
companies were, recruiting 
faster -than gwall and medi- 
um-sized businesses. 

' Peter MHlward, a partner 
in Price Waterhouse, said: 
"For all the changes in the 


past six months, it appears 
that the single biggest prob- 
lem businesses face is the 
strong pound. But while 
business confidence cer- 
tainly is down, it would be 
wrong to imaging that the 
outlook Is overly bleak. 
Indeed, for the majority of 
the workforce, the outlook 
has not looked so bright for 
a long time.” 

The struggling perfor- 
mance of Midlands manufac- 
turers mirrors the last quar- 
terly survey by the 
Confederation of British 
Industry, which showed 
total UK export orders fall- 
ing at their fastest rate since 
1981. It also tallies with 
recent surveys by chambers 
of commerce in the region, 
confirming the impact on 
exporters after the recent 
surge in sterling, which rose 
by 22 per cent against a bas- 
ket of currencies in Hw year 
to July. 

■ However, the survey fig- 
ures contrast with official 
trade data for the UK as a 
whole, which showed 
exports rose by &5 per cent 
in the three months to July. 
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U nlike Rio de Janeiro 
or Johannesburg, 
Brussels is not a hard- 
ship posting. Life in 
this comfortable city entails few 
on-the-job hazards, with a low 
crime rate, a spectacular health 
service and some of the best food 
in Europe. 

TTiere is, however, one danger 
to which all prospective foreign, 
ers starting life in Belgium 
should be alerted - the country’s 
notorious priority de droiie traffic 
rule. 

Nothing can prepare those 
newly arrived in Brussels for the 
sheer horror of driving down a 
busy road only to have cars, 
bikes, vans and buses shoot out 
from side roads at breakneck 
speeds. 

But that is what priority on the 
right allows, even encourages, 
drivers to do. The rule states that 
traffic approaching an nnmnrftp^ 


A ‘logical’ system that drives foreigners mad 


junction from the right Has abso- 
lute priority over cars approach- 
ing from the left Thus the only 
way for drivers to avoid a crum- 
pled car, a wbiplashed neck or 
even worse is to slow to a crawl 
on passing every junction. 

The system dates back to the 
days of horses and carts when 
there were no road signs but 
drivers needed a system for clear- 
ing junctions. 

Ou paper, it has-a certain logic. 
At an unmarked junction there is 
no disputing who goes first, and. 
as many defenders of the rule 
point out. it forces drivers to 
slow down, particularly in buOt 
up areas. 

But in practice, the number of 
cars driving around with dented 
right faults is a clear indication 
of what a hazardous system of 
road law it is. There is even an 
in-built incentive for drivers to 
speed up as they prepare to take 

FT GUIDE TO: 
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Brussels: the 
number of dented 
cars indicates the 
hazard of the 
notorious priority 
on the right 
traffic rule, writes 
Emma Tucker 


their priority because those who 
stop automatically lose it 
Only those foreigners who have 
lived so long In Europe's capital 
that they have gone wholly 
native can claim to appreciate 
the system To the rest of us it. is 
just plain scary. 


After 28 months in Brussels, 
Neil Kinnock. the European 
Union transport commissioner, 
was unable to contain himself 
Throwing diplomatic caution to 
the wind be described the system 
as “an offence against the secu- 
rity and liberty of the whole 
human race”. 

He went on: There is no word 
I can use with a mixed family 
audience on a family show which 
would appropriately describe this 
method of getting thrills into an 
otherwise boring life.” 

But if foreigners find the sys- 
tem abhorrent, Belgians are as 
wedded to it as the British are to 
their tea. and the French to their 
baguettes. Never mind that it has 
been or is being phased out of 
most other EU countries through 
the judicious use of stop signs 
and roundabouts; in Belgium 
they cannot understand what the 
fuss is about 


Tt is the easiest, most logical 
system," said a spokeswoman at 
the interior ministry, who was 
surprised that priori# de gauche 
did not apply in the UK 

Furthermore, as an Insurance 
broker explained, because priori# 
de droiie is “ohsofMe" it provides 
legal certainty in complicated 
accident claims. By way of exam- 
ple. he described a case which 
sounded more like anarchy than 
legal certainty. 

A client of his turned right Into 
a one way street only to hit 
another car. travelling the wrong 
way down the road. For breaking 
the highway code, this second car 
was fined. But when it came to 
claiming insurance damages, he 
was in the right. Why? The car 
travelling the wrong way down 
the one-way street was coming 
from the right, and therefore had 
priority. 

But there are signs that the 


Belgian love affair with priority 
on the right is coming under 
pressure. More stop signs and the 
jagged white dog teeth that indi- 
cate a change in priority are 
appearing at junctions. 

Last month the rules governing 
entry on to roundabouts were 
changed so that cars entering a 
roundabout no longer have prior- 
ity over those already on it. 
Under the old system - where 
cars on the roundabout had to 
stop to let newcomers on - whole 
areas could become gridlocked as 
drivers attempted to get from one 
side to the other. 

As in any country, old habits 
die hard and at the roundabout 
near my home, drivers still stop 
to let me on. 

But it is an improvement. 
Unfortunately, the Belgian 
authorities say this is as far as 
the change will go. Getting rid of 
the system altogether would be 


unpopular and cost a fortune in 
road signs, they argue. 

Take the number of junctions 
in Belgium and multiply thum by 
the cost of a stop sign and you 
get the picture," said the insur- 
ance broker. 

But the confusion created by 
the system only adds to Bel- 
gium's less than sparkling record 
on road fatalities - one of the 
highest rates in Europe. 

According to EU figures, 386 
people were kilted on the roads 
per million cars registered in Bel- 
gium in 1894. This compares with 
221 in the Netherlands and only 
168 in the UK 

Belgians argue that other fea- 
tures of their road systems make 
for safer driving conditions, for 
example its brightly lit motor- 
ways. 

Get rid of priority de droite, and 
they might start to rival some of 
their safer EU neighbours. 


APEC 


Eve been told Vancouver is going to be pretty fall 
next weekend because of Apec. What is that? 

The Asia Pacific Economic Co-operation Forum, a 
grouping of 18 Pacific rim countries that generate 
almost half the world's economic output 
trade. They aim to deepen regional integration 
and are pledged to free trade and investment 
flows by early next century. 

Apec’s aramal meeting opens in Vancouver on 
Wednesday and c ulminates in a summit the fol- 
lowing Tuesday. 

Who will be there? 

Presidents Bill Clinton of the US and Jiang fomm 
of China. Ryu taro HasMmoto, the Japanese prime 
minister, and 15 other beads of government - not 
to mention their foreign and trade ministers, 
countless officials and businessmen from the 
region. 

What wifi they afi be doing? 

When Apec summits started four years ago, the 
idea was to inject high-level political impetus into 
regional economic co-operation initiatives. But 
critics say the summits risk becoming talking 
shops, long on declarations and photo opportuni- 
ties. short on results. 

That doesn't bother Asian members who think 
the process of dialogue is as important as the 
product. But the US often finds Apec’s loose insti- 
tutional structure and lack of precise rules frus- 
trating. 

Still, the economic and financial turmoil in east 
Asia should give the leaders plenty to chew on. 
They will want to emphasise their determination 
to deal with the problem - and may take some 
decisions. There is talk of the leaders blessing the 
creation of a fund, which Apec would administer, 
to bail out Asian countries in financial difficulty. 
That might help reassure international markets. 
It would also give Apec something mare to do. 

.But dOesn't Apecj have : enough on ttsrplate ■ 
already with its liberalisation plans?: ■ . 

It certainly holds plenty of meetings all over the 
world. In addition to frequent gatherings of minis- 
ters and national policymakers^ dozens of lower- 
level working groups are beavering away on 
nitty-gritty issues such as simplifying customs 
procedures, harmonising standards and protecting 
the environment 

Apec has also spawned a variety of business 
forums and advisory groups that bring together 
captains of industry and finance from around the 
region. However, it Is unclear how much all this 
activity is achieving. Apec leaders made headlines 
three years ago when they committed themselves 
in Bogor, Indonesia, to free trade in industrialised 
members by 2010. and in developing ones by 2020. 
But progress since then has not been very impres- 
sive. 


A recent report by business leaders said few liber- 
alisation plans tabled by Apec members went 
much further than was required by the 1993 Uru- 
guay Round world trade agreement, and little 
action bad been taken to free investment or ser- 
vices. 

The report says Apec governments have not 
even agreed what they mean by free trade: only 
five have committed themselves to the eventual 
abolition of all tariffs. 

Is there any chance that liberalisation will be 
speeded up? 

That is what the business community wants. But 
recent ftnanwai turbulence has mafa many Asian 
countries jittery about opening their markets fur- 
ther and some have put barriers back up. 

Mr Clinton's failure last week to win fast-track 
trade negotiating authority means he is likely to 
be on the defensive. But be might try to mobilise 
Apec support for a World Trade Organisation 
agreement next month to liberalise financial 
services. 

What else will be on the agenda in Vancouver? 
Lots of tite-a-t&e discussions. One of the summits’ 
attractions is they provide an opportunity for 
talks between leaders who might otherwise find It 
hard to get together. For instancy Mr Clinton and 
Mr Jiang broke the ice at an hour-long meeting 
during last year's summit in Manila. Some cynics 
say Apec really stands far A Perfect Excuse to 
Chat 

Is all this enough to keep Apec moving forward? 
Asian countries, which farm the majority of Apec 
members, think the grouping can play a valuable 
long-term role as a mechanism for building closer 
ties with China and ensuring the US remains 
engaged in the region. Their concern has as much 
to dp with underpinning stability and security as 
with economics and trade. 
t- However, Asian members are against giving 
Apec an explicit security function. One reason is 
that it would enrage China. Beijing already 
resents the feet that Taiwan is a member and 
insists China is represented at summits by a 
senior official 

. Apec is taken seriously by a growing number of 
non-members, judging by the list of countries 
queuing up to join. They include Russia. India, 
Pakistan, Vietnam and Colombia. 

The European Union is also interested in farg- i 
ing closer links with Apse. Its requests to send 
observers to the annual summits have so far been j 
rebuffed. However, Sir Leon Brittan, EU trade I 
commiss ioner, will attend a fringe business dis- : 
cussion forum tn Vancouver. 


The Monday Profile; Len Blavatnik 

Return to land of opportunity 

L en Blavatnik epitomises stage of privatisation. You had to 

the American Dream - ^hBHHeIHhK be tough to survive," Mr Blavat- 

but with a late 20th cert- nik explains, 

tttry twist. In his 20s. Mr The tuminc ooint. Mr Rlavat- 


Guy de Jonquiferes 


L en Blavatnik epitomises 
the American Dream - 
but with a late 20th cen- 
tury twist. In his 20s, Mr 
Blavatnik lived out the US rags- 
to-riches fairy tale, arriving in 
New York as an Impoverished 
Soviet immigrant in 1978, and 10 
years later boasting his own busi- 
ness and an MBA from Harvard 
Business School 
Less than a decade after emi- 
grating, Mr Blavatnik found the 
land of opportunity too smaQ to 
contain his entrepreneurial drive. 
He has discovered his personal 
Klondike in the country he and 
his family fled, emerging as a 
successful foreign Investor in 
Russia's new market economy. 

Taking advantage of the fren- 
zied birth of Russian capitalism 
over the past six years. Mr Bla- 
vatnik has amassed an eclectic 
business empire whose value he 
guesses to be in the range of hun- 
dreds of millions of dollars. 

Mr Biavatnik's collection of 
assets ranges from a 20 per cent 
share of the Tinmen Oil Com- 
pany, Russia's fifth largest oil 
producer, to controlling stakes in 
a tractor factory in central Rus- 
sia, copper smelter in Ukraine 
and a coal mine in Kazakhstan. 

Mr Blavatnik's combination of 
Russian and western skills has 
been particularly apt for a coun- 
try caught between its Soviet 
past and its hopes of a western- 
style ftiture. 

He was an American business- 
man with a blue chip western 
pedigree. IBs Harvard degree fal- 
lowed a masters in computer sci- 
ence from Columbia and he has 
worked at established US compa- 
nies such as Macy’s. the retailer, 
and Arthur Andersen, the inter 
national accountants. Mr Blavat- 
nik therefore had the western 
capitalist tools necessary to spot 
opportunities and pull together 
businesses in Russia’s nascent 
market economy. 

But standard western business 
skills are not enough, as the 
legion of foreign investors who 
have lost their way in the laby- 
rinth of Russia's still fragile and 
highly politicised version of capi- 
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talism can attest Long-standing 
contacts and an intuitive under- 
standing of the often rough rules 
of Russian business are crudaL 
That is why Mr Blavatnik’s Rus- 
sian youth became a competitive 
advantage. 

Initially, however, Mr Blavat- 
nik was a sceptic. In 1990, having 
made a few million dollars 
investing in New York city prop- 
erty and through a leveraged 
buy-out of a New Jersey distribu- 
tion company, Mr Blavatnik 
finally had the time and the 
money to make a prolonged visit 
to his former home. 

Russia was then in the throes 
of perestroika and Mr Blavatnik's 
old friends were eager for him to 



Robert Chote ■ Economics Notebook 


Nasty shock in store for UK 

Hie economy urgently needs to slow down if it is to avoid a hard landing 


Observing the state of the UK 
economy is like watching a char- 
acter in a horror film walk into a 
darkened room. You can be 
pretty sure something nasty is 
going to happen, to them, but 
you do not know exactly when. 

For now the economy looks as 
though it has nothing to worry 
about National output is grow- 
ing at an annual rate of 4 per 
cent, unemployment has fallen 
to a 17-year low of 1.46m, the 
balance of payments is in sur- 
plus and the underlying pate of 
inflation is barely above the gov- 
ernment’s 2.5 per cent target. 
Alas we know it cannot last 

As the Bank of England 
pointed out last week, the econ- 
omy cannot continue growin g as 
fast as it has over the last four 
quarters. Once the eco nomy has 
used up its spare capacity, out- 
put of goods and services cannot 
grow much more than 2-25 per 
cent a year without poshing up 
inflation. Taking likely statisti- 
cal revisions into account it is 
probably growing at least twice 
as fast with output 1 per cent or 
so above the “potential" level 
consistent with stable inflation. 

You can already hear the gears 
grinding. T^e number of compa- 
nies telling the Confederation of 
British Industry that skills short- 
ages are a constraint cm their 
output has risen to its highest 
level in almost eight years, while 
the Chartered institute of Pur- 
chasing and Supply reports that 
in some sectors even unskilled 
labour is in short supply. 

The Bank’s regional agents 
report that pay settlements have 
averaged between 3 per cent and 
5 per cent since the summer, 


slightly up on the previous three 
months. Labour shortages are 
pulling settlements higher tn ser- 
vice sector occupations such as 
accountancy, law and inf carna- 
tion technology. 

Retail and leisure sector 
employers report that they are 
having to concede 5-6 per cent 
pay Increases to retain staff. 
Engineering companies are ' 
Struggling -to' keep technicians 
grid other staff, who would cost, 
them 15-20 per cent more to 
replace. 

With workers’ bargaining 
power increasing; the Bank and 
the Treasury are looking ahead, 
with some anxiety to the 1998 
pay round. In January of this 
year, employees were enjoying 
real take-home pay increases of 
more than 3 per cent - earnings 
bad risen 4.75 per cent over the 
previous year, much more than 
the L4 per cent required to com- 
pensate tor changes in prices 
and takes. Since then higher 
mortgage costs have almost dou- 
bled the rate of tax and price 
Inflation to nearly 3 per cent - 
and it is heading higher stffi. 

If employees tty to maintain 
the real value of their pay 
increases, this will take earni n gs 
growth well above the 44> per 
cen t or so that Is consistent with 
the inflation target. Earnings 
growth has so far been subdued, 
but labour shortages mean that 
it may not stay so fear long: 

Against this background, it is. 
clear that the economy urgently 
needs to slow. Gordon Brown 
soon realised that tighter policy 
was necessary when he became 
chancellor in May. But by letting 
consumers off lightly in his July 
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Budget and handing control of 
interest rates to a neophyte com- 
mittee at the Bank, Mr Brown 
has helped propel sterling higher 
and ensure that it Is UK compa- 
nies competing in world markets 
that will have to bear much of 
the burden of disinflation. 

Consumers are still spending 
happily. Consumer confidence 
remains above Its pre-election 
levels and retailers tell the CBI 
that sales are well up on a year 
ago. Personal borrowing is 
rather more subdued, bin people 
may have hoarded some of the 
proceeds from demutualisation 
windfalls to spend at Christmas. 

The Rank said in its Inflation 
Report that higher Interest rates 
and Budget tax changes should 
help slow consumer spending 
neat year, but that this , alone 
would not be enough to deliver 
the sharp slowdown in economic 
growth needed to get inflation 


back on course to hit the govern- 
ment's target 

A collapse in net exports will 
have to come to the rescue. But 
exporters have proved resilient 
in the face of the 25 per cent rise 
in sterling since August last 
year. In the latest six months, 
export volumes have risen at an 
annual rate of 9 per cent to Euro- 
pean Union countries and 20 per 
cent tonon-EU countries. 

The Bank doubts that export- 
ers will escape for long. It 
assumes that the impact of ster- 
ling’s strength has been delayed 
by fixed-term contracts, slow 
price adjustments and a willing- 
ness to accept lower profit mar- 
gins because the appreciation 
may be perceived as temporary. 
The Bank expects these effects 
to unwind, especially if exporters 
share its view that more of the 
appreciation will persist 

As the chart (above) illus- 


trates, the Bank expects the 
export-led slowdown to be sharp 
and i mmin ent, taking annual 
output growth from 4 per cent to 
1.5 per cent by the end of 1998. 
But one should be wary when 
economists predict imminent 
turning points. Growth could 
exceed the Bank’s central fore- 
cast in the short-term, retaining 
much of its present momentum 
for another couple of quarters. 

As David Marine at JJ. Mor- 
gan notes: “The relatively good 
performance of export margins, 
and the exceptional performance 
of domestic margins, means that 
firms are well placed to survive 
a period of currency overvalu- 
ation.” More worrying still, Rich- 
ard Jeffrey at Charterhouse I 
Bank believes that sterling may 
have had its dampening effect 
already and without it exports 
would have been even higher. 

But if the economy does per- 
form strongly for another couple 
of quarters, economic activity 
will rise farther above its nan- 
inflationary potential and the 
downturn will have to be even 
more severe. As the Interna- 
tional Monetary Fund’s execu- 
tive board warned in Its recent 
annual assessment of the UK 
economy - in a section mysteri- 
ously absent from the Treasury's 
press release on the subject - we 
may be enjoying a mini-boom 
that will end in a hard landing 
and rising unemployment. 

If it does, Mr Brown will no 
doubt blame bis predecessor for 
failing to raise interest rates in 
the run-up to the election. But 
by that stage the electorate may 
be in no mood for excuses. 

E-mail RobertC3uae@FT.am 


use his American wealth on Rus- 
sia’s transformation. 

But a deep-seated distrust of 
the Soviet regime almost held Mr 
Blavatnik back. “I was very scep- 
tical about the longevity of the 
political reform,” Mr Blavatnik 
admits.- 

Mr Blavatnik’s local friends, 
with whom he formed and now 
jointly owns Renova, the holding 
company that controls most of 
bis Russian assets, were more 
enthusiastic. They persuaded. Mr 
Blavatnik to join them in ventur- 
ing into the lucrative but some- 
times violent world of metals 
trading. 

“It was a very rough industry. 
That was a reflection of that 
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stage of privatisation. You had to 
be tough to survive," Mr Blavat- 
nik explains. 

The turning point, Mr Blavat- 
nik believes, came about two 
years later, when be persuaded 
his Russian partners to shift 
away from the volatile trading 
business and to begin aggres- 
sively acquiring the companies 
that were being sold at bargain 
prices through the country’s 
mass privatisation drive. 

His strategy set his companies 
off on an asset acquisition spree 
that included some of the more 
colourful moments in Russia's 
development as a market econ- 
omy. For example, at the Vladi- 
mir Tractor factory, a struggling 
Soviet-era plant, Mr Blavatnik's 
group staged and won the first 
hostile takeover in Russia's post- 
communist corporate history. 

Mr Blavatnik's biggest chal- 
lenge is to restructure the compa- 
nies he has bought He sees him- 
self primarily as a financial 
investor in Russia and plans 
eventually to sell to strategic 
investors. But to do that, the 
management of the Soviet 
behemoths his group has 
acquired must be rationalised. 
The key to restructuring, Mr Bla- 
vatnik argues, is to remove Sovi- 
et-era directors, while winning 
over talented middle manage- 
ment 

Other important steps in trans- 
forming lumbering former Soviet 
factories into more agile, west- 
ern-style enterprises include 
creating vertically integrated 
companies, introducing western 
financial management and focus- 
ing on profit-making activities. 

Having fled Moscow to escape 
the grey suffocation of Soviet 
communism, Mr Blavatnik seems 
to delight in the exuberance of 
Russia’s young capitalism, relish- 
ing even its excesses. 

Mr Blavatnik is immensely 
proud of his US passport, Ameri- 
can wife and newborn American 
daughter. But, for him at least, it 
is Russia that is mining out to be 
the real land of opportunity. 

Chrystia Freeland 
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MANAGEMENT 


Personal View ■ Paul Horn 


Creativity and 
the bottom line 



T he chief executive of a 
leading manufacturing 
company recently brain- 
stormed with a team of 
our scientists about how technol- 
ogy might someday be used in 
his products. 

The session was typical of most 
- pretty raw, but the pairing of 
researchers with high-level exec- 
utives often works in wonderful 
ways. Within a few minutes hier- 
archies were forgotten. The 
entire team became excited 
talking about ways that the chief 
executive's products might be 
embedded with tiny devices that 
"remember’' and learn from each 
experience. 

They pushed further to think 
about new ways that people 
might be able to "talk" to their 
products. And things really 
became fun when they began to 
consider the potential cost 
savings if they could find a way 
that would give products the 
power to do their own self-diag- 
nosis and repair on the internet 
But it was the question the 
chief executive asked as 1 walked 
him to his car that sparked one 
of our most lively discussions; 
“How," he asked, “do you man- 
age all that vision?" 

He had hit on the dilemma fac- 
ing managers everywhere. With 
tight budgets and lithe competi- 
tors, how do we balance creative 
exploration with the constant 
need to deliver bottom line 
results? Innovation in our indus- 
try, and many others, seems 
tightly governed by Moore's Law. 
every 18 months the speed of 
technological innovation doubles. 
Stumble for a moment, and you 
will fall far behind. 

Managing 3,000 researchers 
located throughout the world is a 
tricky business. In a sense my 
entire job is about fostering and 
harnessing creativity. Our sheer 
size and magnitude makes it crit- 
ical that we create an environ- 
ment that helps ensure that good 
ideas will move quickly up the 
chain. And while I will never 
claim victory over the process, 
we've developed a few guidelines 
that have helped: 

• Under-defme jobs. People rise 
to the titles and responsibility 
bestowed upon them. Rather 
than define roles tightly, we pre- 
fer to give peqple latitude. We 
encourage scientists and 
researchers to venture far out- 


side their realm as experts in 
semiconductors, physics, mathe- 
matics and computer science. 
Today, more than 25 per cent of 
researchers' time is taken up by 
working outside the lab with cus- 
tomers on first-of-a-kind projects. 
• Brainstorm with people who 
use what you sell We may be in 
the solutions business, but we 
never cl aim to have all the 
answers. Frequently, the real 
value we provide is in asking the 
right questions. In the early 1890s 
we began bringing customers 
into the labs. Admittedly, the 
first encounters were a little awk- 
ward. But over time these occa- 
sions have become invaluable to 


our creative process. Customers 
bring pragmatic problems that 
need solving. Researchers get a 
chance to ask questions, vision 
together, test theories, talk about 
what's possible. In the interac- 
tion. the team often comes up 
with a solution that neither our 
customers or IBM would have 
conceived separately. As a result 
of those sessions, we currently 
have nearly 40 research projects 
in the works that are jointly 
funded with customers. 

• Do not overmap the Journey. 
There is a tendency in compa- 
nies, and certainly in big corpora- 
tions, to want to know all the 
risks, costs and market potential 


before launching an idea or proj- 
ect While certainly those param- 
eters are important what's even 
more important is protecting the 
core idea from being dismantled 
before it even has a chance to 
live. If you have a choice between 
p lanning and prototyping, choose 
the latter. 

• Pair your visionaries with 
implementors. The obvious fact 
here is that an idea won't suc- 
ceed unless it is implemented. By 
pairing implementors with 
visionaries from the outset of the 
process, you reap two rewards: 
first, you get an end product and 
second, implementors learn the 
craft of vision, and visionaries 


learn the craft of Implementing, 
which makes your team more 
valuable. Both skills need to be 
recognised, cultivated and 
rewarded. 

• Encourage the Qow of ideas 
outside work. There Is a lot more 
to an inventor's life than what 
happens during the nine-to-five 
day. Virtually all our labs are 
located in hotbeds of creativity - 
near leading universities where 
innovation is the accepted norm, 
not on anomaly. Interaction with 
other researchers, students and 
professors is the key to feeding 
innovators’ min ds. Where that 
happens, though, does not neces- 
sarily have to be structured - in 
fact, it is often better if that 
interaction happens as part of 
the normal flow of life. Mare than 
a few of our scientists can point 
to an idea that came as a result 
of a conversation with one of 
their children. 

• Evaluate the process, not the 
short-term result. Contrary to 
lore, not all wild innovations are 
boro overnight In garages. Many 
are actually the result of years - 
perhaps decades - of research. 
Herein lies the dilemma: it is 
tempting always to look for a 
grand result and tangible prog- 
ress. yet that is often hard to spot 
amid the ch aos of the invention 
process. Instead, evaluate the 
process - is it moving quickly, is 
the team getting along, are there 
things being learned? If you man- 
age those dynamics, results will 
happen. 

Of course, all this advice taken. 
managing innovation is still 
tough. The pressure to bring 
products to market is so much 
more intense than it was even 10 
years ago. 

Not long ago. for example, a 
group of colleagues briefed me on 
a fundamental breakthrough 
they had had in the area of math- 
ematics that has broad implica- 
tions for unbreakable encryption. 
The work was of scientific inter- 
est because it addressed a prob- 
lem that has puzzled theorists for 
decades. From what I could see. 
the findings had no immediate 
product application for IBM. 
When I asked about the timeline 
for commercialisation, I had to 
applaud their rebuttal: “That's 
the next frontier." 

Paul Horn is senior vice-president 
and director of IBM Research. 


Nurturing a culture of innovation 


I nnovation requires, above aO 
else, a willingness to embrace 
chaos. It means giving free 
rein to people who are 
opinionated, wilful and delight 
in challenging the roles. It 
demands a loose management 
structure that does not isolate 
people in departments or on the 
rungs of a ladder. It needs 
flexible work spaces that encour- 
age a cross-fertilisation of ideas. 
And it requires risk-taking. 

Yet if innovation has become 
an over-used buzzword, it is only 
because we all recognise 
innovation as a competitive 
weapon, a necessary component 
for future success. 

In the world of product 
development where clients 


originally turned to external 
consultants to provide additional 
capacity, speed or a particular 
technical expertise, we now see 
them looking for guidance on 
how to innovate. They are 
looking for a process. 

The response has to be that 
innovation Is not something 
prescriptive. You can’t legislate 
for it Bather, it is something 
organic, something that grows 
and is nurtured, usually from 
the bottom of the organisation 
up. Experience shows us that 
innovative cultures usually 
begin with a tangible project the 
success of which gives birth to 
another and another. Such 
projects or definable goals are 
also the elements which keep the 


fun and freedom from 
degenerating into 
non-productive anarchy. 
Moreover, if you want the 
combined workforce behind you, 
but take away their desks, their 
titles and their personal power 
bases, you must give them 
something in return. Job 
satisfaction is a great motivator. 

In a culture of innovation, 
enlightened trial and error beats 
careful planning, and risk 
becomes an essential part of the 
process. Rapid prototyping 
means that you can evaluate a 
concept before yon have invested 
too much in it. It also gives the 
participants the stimulation of 
seeing their Ideas put into 
practice and sustains their 


enthusiasm when more concrete 
rewards are less evident 
Early prototyping and testing 
also allow you to fafl and If you 
are not failing often, then you 
are probably not risking enough. 

So, having said you cannot 
legislate for innovation, here are 
some common themes which give 
some Ideas on how to get started: 

• Treat life as an experiment - 
constantly explore new ideas 
through projects. 

• Innovation is a team sport - 
be smart about creating and 
sustaining hot groups of 
energetic, opinionated people. 

• Risk a little, gain a lot - fall 
quickly and often by user testing 
and prototyping ideas. 

• Identify goals - build 


multi-disdplinary teams then 
give them a common aim to 
create products or services 
gr o wn of collaboration not 
compromise. 

• Observe the consumer, don’t 
ask him what he wants - find 
ways to get under the skin of the 
end-user to Identify new needs, 
opportunities and possibilities. 

• Allow serendipity to play its 
part 

• Space is the last frontier - 
provide environ meets which 
really support innovation. 

Tim Brown 

The author is the European 
director of Jdeo, the product 
development company. 


My Secret Weapon Peter Birch on family 


Why I 
turn down 
trips and 
avoid 
evening 
functions 

Peter Birch, aged 59, is chief 
executive of Abbey National the 
UK’s second-biggest mortgage 
lender and fifth biggest bank. 
Abbey, which employs 24,000 
people, became the first UK 
buHding society to convert to a 
bank in 1909. Mr Birch, who was 
previously managing director of 
Gillette UK retires next 
February after 14 years as chief 
executive. 

“Family always comes 
' first It is a commitment 
‘ for life. You must 

always remember that 
' business, while 
important from an economic 
standpoint, will not last for 
more than 40 years of an 
anticipated 80 year life span. 
Family is forever. 

I lived abroad for 13 years and 
for seven years I spent two 
weeks in four out of the 
country. But I try to avoid trips. 
1 cut down on travelling by 
being in contact with people by 
phone, by videoconferencing, by 
delegating and by getting people 
to come and see me here. 

1 get to work at 8.25am and 
usually get away at 7pm. I 
attend five breakfast functions 
and two or three evening 
functions every week. I try to be 
very' selective about the evening 
functions I attend. IT there is an 
opportunity to say no, I say no. 

1 try not to phone any of my 
colleagues at the weekend. I 
have had bosses in the past who 
didn’t think anything of 
phoning at 8pm or at the 
weekend. It is intrusive and 
largely unnecessary. One has to 
be thoughtful. 

One reason why It is 
important to give priority to 
one's family life is that it can 
affect performance. Very often 
difficult people are difficult not 
because they disagree with you 
but because they have a family 
problem such as a wife who has 
walked out on than. 

More often than not, difficult 
people just want to be listened 
to and to be wanted. Dealing 
with them requires a lot of 
attention. They are frill of air. 
like balloons. When you listen 
to them, they will expel all that 
they need to say until they have 
finished. They will then feel 
relieved. This is the time to 
discuss with them the issues 
they have raised and to try to 
reach a conclusion. 

Dialogue is vital, particularly 
when it comes to innovation. 
No-one likes change. Success 
depends on people identifying 
themselves with change. That 
depends on them feeling that 
the ideas were theirs in the first 
place. That is much more likely 



if some of their thoughts are 
incorporated in the final result. 

You should always challenge 
the status quo. Does it stand up 
to rigorous questioning? We 
were the first building society 
to change our status in i9SS 
There was no precedent for the 
change and a lot of people liked 
tire status quo. Our regulator 
thought we shouldn't change. 
The board rejected my 
proposals on two occasions 
before it went through. I just 
knew Intuitively that changing 
status was right. 

Winning people's acceptance 
is not easy. It takes time. If you 
come up against a brick wall, 
you need to find a way round it. 

I am not bombastic, (f you 
bang the table, all you do is 
wake bolts in tbe table. But it 
is important to discuss 
controversial issues at 
meetings. One can be certain 
that these are the issues on 
everyone's minds. So often at 
meetings the obvious is not 
talked about. 

Regular meetings are a 
helpful discipline. Getting to 
know people well is the best 
way to persuade them to speak 
their minds. But you have to be 
careful. I sometimes feel that 
my life is spent at meetings of 
various subsidiaries. 

One danger for a chief 
executive is that it is so easy to 
get sucked into going to work 
and dealing with mundane 
issues. In quieter moments. It is 
important to think about the 
ftiture. One needs to clear one's 
desk and just think about the 
business. 

One also needs to spare 15 to 
20 minutes daily for one’s own 
body and well-being. I get up at 
6am to cycle three or four miles 
and 1 swim in the summer. I 
have done it every day for 15 
years. I am now at the stage 
when it is just part of my life. 

Exercising every day may 
appear to be neurotic 
but it is important. 

Business is demanding 
and generally only the 
fittest survive. .f 

Interview fay 
Vanessa Houlder 
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Why gurus should cross 
the bridge into business 


n the north bank of the 
m ■ Charles River lies the aca- 
■ m demic city of Cambridge, 
Massachusetts. To the 
south lies the busy metropolis of 
Boston. Around 20 years ago, a 
young man crossed one of the many 
bridges which span the Charles 
River. In his briefcase lie had the 
plans of his former employer. These 
he hoped would form the basis of his 
career in the rich but demanding 
environment to the south. 

Discarding all evidence Of his pre- 
vious identity, he found succour in 
an office in Soldier's Field. His gam- 
ble paid off. Within a few years, he 
had found fame and fortune. 

The young man was Michael Por- 
ter. The institution he left behind 
was the economics department of 
Harvard University. The Institution 
in which he took refuge was the 
Harvard Business School. The plans 
he brought with him described what 
had become known as the structure- 
conduct-performance paradigm 
(SCP). 

The structure of SCP is drawn 
from what still remains its Bible, the 
magisterial survey by F.M. Scherer. 
It begins from the basic conditions of 
supply and demand which any 
Industry faces. The SCP paradigm 
asserts that these conditions deter- 
mine tbe structure of the market 
and industry, and that the competi- 
tive conditions which result influ- 
ence the behaviour of companies and 
dictate the performance of the indus- 
try. It provided - and still provides 
- a coherent framework which per- 
mits a logical ordering of the many 
influen ce s on industries and mar- 
kets. 

SCP *»* piairwi how structure influ- 
ences conduct and performance. Its 
criteria of performance are the crite- 
ria of public policy: full employment, 
efficiency and equity. A business 
analyst would look at the norms or 
business success - profits, revenues, 
market shares. But these are not 



John Kay 


what interest Scherer. He and his 
former Harvard colleagues found 
themselves much in demand as 
advisers to government, particularly 
in the anti-trust division of the 
Department of Justice. But they 
were rarely consulted by senior exec- 
utives. 

Now if they had been consulted by 
senior executives, there would have 
been severe constraints on what 
they were able to say. Because 
another feature of the SCP approach 
is that it fails to explain, or even to 
address, the central question of busi- 
ness strategy. Why do some compa- 
nies do better than others, operating 
in the same environment? If two 
companies’ each face the same basic 
conditions of supply and demand, if 
both companies operate with the 
same market structure, why should 
there be any? 

Porter's achievement was to 
address the first of these problems. 
He rewrote the SCP framework In 
terms which were directed at, and 
accessible to. business people. The 
affinity between the SCP framework 
and Porter’s famous five foxes, is 
immediately obvious. Industrial eco- 
nomics had become business strat- 
egy. 

But Porter's translation did not 
resolve, and could not resolve, the 
second and more fundamental weak- 
ness of the SCP approach. Why did 
some companies manage the five 
forces better than others? That is 
why Porter's framework is much 
more successful in his first book - 
Competitive Strategy - which is 


mostly concerned with the structure 
and behaviour of industries and 
markets than it Is in his second .- 
Competitive Advantage - which 
attempts to focus more closely on 
the issues which affect individual 
companies. 

It is Ironic, but hardly surprising, 
that in his third work - The Compet- 
itive Advantage of Nations - Porter 
had reverted to the traditional con- 
cerns erf Harvard economists. That 
bock is mostly directed to public pol- 
icy. And to do so he trawled hack to 
the concepts of an even earlier gen- 
eration of economists. It was Mar- 
shall and Pigou. from Cambridge, 
Rngfand. who had first described toe 
growth of industries and markets by 

..The five CAmqjeBtive -forcoythat * 
detannlne fadudiyjroWi ^ : 





describing clusters of companies and 
who had emphasised the importance 
of external economies - cost 
advantages which arise when many 
companies succeed in the same 
indukry. 

But while Michael Porter was 
teaching strategy tm the Boston side 
of the Charles River, something new 
was happening on the other hank. 
They do not teach the SCP paradigm 
in the Harvard economics pro- 
gramme any more. SCP has given 
way to a new style of Industrial eco- 
nomics. An industrial economics 
that emphasises topics such as 
asymmetric information - how mar- 
kets work, and often don't work, 
when sellers know more about what 
they sell than buyers about what 
they buy. It uses game theory to 
understand how small groups of 
competitors interact It deals with 
contracts, relationships and 
describes how incentive structures 
influence the behaviour of principals 
anH agents. 

And in Cambridge. England, an 
economist called Edith Penrose had 
laid the basis of the resource- based 
theory of strategy. In it, companies 
axe not - as they are in SCP and the 
five forces - black boxes whose 
internal workings are unexplained. 
They are dynamic collections of 
capabilities. For the first time, there 
was a theory of the most important 
.economic fact of the fast century - 
the existence of large 
companies. 

But mostly, the new economists 
wrote in mathematics, prefering the 
esteem of their peers to the rewards 
of the business guru. Still, the 
rewards of the guru are not to be 
sniffed at. Perhaps a few more 
people should crass the river? 

The author is the Peter Moores Direc- 
tor Of the Said Business School at 
Oxford Unive rs i ty and a director of 
London Economics . This column 
appears fortnightly. 
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MARKETING AND MEDIA 


Chloe nurtures a new identity 

The French fashion house needs to capitalise on its recent revival, writes Alice Rawsthom 

wumbJ ■» 


P ropped up against 
the walls of Mounir 
Mouffarige's office 
on rue du Faubourg 
Saint-Honore in Paris is an 
assortment of fashion 
sketches dating back to the 
1960a, each illustrating an 
outfit bearing the Chlod 
label. 

Some of the sketches are 
by Gaby Aghion, the woman 
who founded Chloe in the 
early 1950s, and others by 
Karl Lagerfeld, its chief 
designer during its mid-1970s 
heyday. Next to the door 
hangs a portrait of their sue- 
cessor, Stella McCartney, 
whom Mr Mouffarige, 
Chloe’s president, hired this 
summer. 

Ms McCartney, the 26-year- 
old daughter of the pop star 
Sir Paul McCartney, is one 
of a series of young design- 
ers to have taken charge of 
grand old Paris fashion 
houses. Ha- brief at Chloe is 
identical to those of John 
Galliano at Christian Dior, 
Alexander McQueen at Giv- 
enchy, Marc Jacobs at Louis 
Vultton and Martin Margiela 
at Hermfes. They have been 
hired to rejuvenate the fash- 
ion collections of their 
employers and modernise 
their brands, as Tom Ford 
and Miuccia Prada have 
done at Gucci and Prada In 
Italy. 

Yet for every success, 
there are numerous exam- 
ples of fashion houses whose 
efforts to work with bead- 
line-hitting designers have 
flopped. Some failed because 
the designs were weak, but 
most disappointments have 
been due to the companies* 
inability to integrate the 
designers' work into a coher- 
ent brand identity in all 
their activities, including 
shops, packaging, licensed 
products and advertising. 

As Mr Mouffarige admits, 
Chlod failed to pull this off 
three years ago, when Mr 
Lagerfeld, who had left for 
Chanel in 1982, was brought 
back as chief designer. The 
publicity produced by his 
comeback collections faded 
when it became clear thwf 
Mr Lagerfeld was preoccu- 
pied with his responsibilities 
at Chanel and other labels to 
devote much time to Chios. 
Chloe started the search 
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Perfect match: designer Stella McCartney's Tight feminine style* is thought to be ‘perfect far Chlod* 


for a designer early this year 
when dozens of French fash- 
ion houses were scouting for 
talent 

Paris had been the fashion 
centre since the 1350s when 
Charles Frederick Worth, an 
Englishman, decamped there 
to dress the Empress 
Eugenie. 

The rise of Prada and 
Gucci in the 1990s has sent 
shock-waves through the 
French ftuftnnnn segno in the 
late 1960s, Prada was a small 
family business with a 
bespoke luggage shop in 
Milan, and Gucci was a 
devalued brand with a taw- 
dry, Eurotrash image- Both 
companies have since har- 
nessed hip fashion, and 
aggressive DS-style market- 
ing camp ai g ns to transform 
themselves into sought-after 
luxury labels. 

Their ascent coincided 
with a chang e in taste, away 
from the elaborate look so 
popular in the 1980s . at 
which Parisian designers 
excelled, towards -a looser. 
Sportier style. The Italians 


were also more adept at 
orchestrating effective 

advertising campalgrm, and 

were willing to invest in 
them. Gucci spent C61m 
(£36m) an marketing In 1996 
and will spend $70m thi« 
year, whereas the Paris 
houses have continued to 
rely on traditional forms of 
promotion, such as catwalk 
shows. 

Recently, the French have 
tried to catch up by hiring 
new designers, often foreign 
ones. Mr Galliano and Mr 
McQueen are both from Lon- 
don, Mr Margiela from Ant- 
werp, while Mr Jacobs Is a 
New Yorker. Other London- 
based designers, such as 
Antonio Berardi and Clem- 
ents Ribetro, have also been 
approached by French 
houses. Stella McCartney 
was one of 41 designers to 
whom Chlofe talked. 

At the time, she was run- 
ning her own label from a 
tiny west London studio and 
had presented two small col- 
lections. 

Mr Mouffarige says be was 


“struck by her talent” and 
“the light, feminine style 
which was perfect for 
Chloe". The media verdict 
was less favourable. Chios 
was accused of hiring an 
inexperienced designer In a 
desperate attempt to cash in 
on her father’s fame 

T he mood changed 
when Ms McCartney 
showed her first 
ChloC collection last 
month to rave reviews. The 
firm orders for her first col- 
lection are worth five times 
more than those generated 
by Mr Lagerfeld in the final 
year .of his Chlod contract, 
according to Mr Mouffarige. 

It is still early days, but 
Ms McCartney seems to have 
fulfilled her side of the bar- 
gain. Chios's management 
now faces the challenge of 
capitalising on the favoura- 
ble publicity by redefining 
its hrand identity. 

The French have been less 
successful in this area than 
the Italians. Mr Ford over- 
sees every aspect of Gucci's 
identity, including window 


displays «nd advertising, but 
the recruits at Dior, Given- 
chy and Vuitton have been 
given more restricted roles. 
Mr Jacobs is not involved 
with Vuitton’s advertising. 
Mr Galliano and Mr 
McQueen do work on the 
Dior and Givenchy ad cam- 
paigns, but other aspects of 
the business are outside 
their controL Hence the 
image of those brands is a 
compromise between their 
traditional styles and th ose 
of the new designers. 

Chlo6 has two advantages 
over other French fashion 
houses. One is that its pro- 
file became so low under Mr 
Lagerfeld, that Ms McCart- 
ney can start from scratch in 
redefining the brand, as Ms 
Prada did at her once-ob- 
scure label. The second is 
that its parent company, 
Vendiume, the Swiss luxury 
group, can afford to invest 
heavily in its renaissance. 

Venddme will begin by 
investing up to $15m in 
Chlod over the next year. Ms 
McCartney has worked on 


an advertising campaig n for 
the spring collection with 
Perry Ogden, the British 
fashion photographer, and 
the company has booked five 
times more media space 
than it did last season. 

The Chlod shops, which 
cur ren tly reflect the conser- 
vative joUe madame style of 
Mr Lagerfeld's collections, 
will be redesigned. Work 
should be completed on the 
six boutiques and 45 conces- 
sions by the end of next 
year. Mr Mouffarige also 
hopes to have redesigned 
Chlod's packaging, and 
opened boutiques in New 
York and London by then. 

Whereas Dior and Given- 
chy's efforts to attract 
younger customers appear 
handicapped by the manage- 
ment’s reluctance to risk los- 
ing existing clients, Mr 
Mouffarige does not care 
whether his jolies madames 
like the new Chlod. “So 
what?” he says. “There 
aren’t enough jolies 
madames out there to make 
this a successful business.” 


Alison Smith on the fund's 
attempt to lift card sales 

Greetings 
from Unicef 


I n the mid-1980s, Rud- 
olf Deutekom was one 
of the team of Euro- 
pean executives at 
Levi -Strauss who rein- 
vented 501 jeans and made 

them cool for a new genera- 
tion to wear in the bath or 
take off in the launderette 
as the advertising famously 
depicted. 

Ten years later, as bead 
of private sector fundrais- 
ing for the UN Children's 
Fund, the 54-year-old 
Dutchman tha mission 
of updating the traditional 
snowy landscapes and flo- 
ral designs that have typi- 
fied the 3.5bn greetings 
cards sold by Unicef since 
1949. 

“Unicef reminded me of 
Levi's because of the 
uniqueness of the brand, 
but also because nobody in 
a long time had stepped 
back and questioned 
whether the interpretation 
of the brand was up to 
date," he says. 

Mr Deutekom aims to 
modernise the greetings 
cards operation which pro- 
vides more than 10 per cent 
of Unicefs operating bud- 
get of over $900m (£532m). 

There is an overlap 
between those who buy 
greetings cards and those 
who respond to Unicef 
appeals, but this needs to 
be further developed. 

At present, Unicef sells 
cards in 140 markets, 
though the 14 cm which it 
will concentrate in future, 
include Europe, North 
America and Japan. 

A central committee, 
which includes representa- 
tives of museums and. arts 
colleges, approves 800-900 
designs, from which 
national committees are 
free to choose. 

The choices might be dif- 
ferent from market to mar- 
ket - so there has not been 
a Unicef ‘signature’ look - 
and preparing brochures is 
expensive and time-con- 
suming. The process gener- 
ally takes two years. 



Man with a mission: 
Rudolf Deutekom &*nd»iewr 

This is being streamlined 
to take seven months. The 
range of designs is being 
broadened to attract 
younger consumers, while 
the number of designs 
available for national com- 
mittees to choose from is 
being cut 

Mr Deutekom says there 
will be about 30 traditional 
designs, 30 contemporary - 
“if ducks are in. we’ll have 
ducks” - and 30 regional, 
which will reflect tastes in 
particular markets. 

Mr Deutekom is clear 
that the distribution of Uni- 
cefs cards needs to move 
away from its past. He 
intends it to focus on corpo- 
rate accounts, because the 
reliance on volunteers and 
on direct mall catalogues 
offers limited prospects for 
growth. 

But whatever the similar- 
ities with Levi's in terms of 
Unicefs position as a dis- 
tinctive global brand, one 
stark difference is evident 
in the US market. While 
Levi's has a core US iden- 
tity, many in the US have 
regarded Unicefs parent, 
the United Nations, with 
some suspicion. 

Mr Deutekom acknowl- 
edges that the UN brand 
has not been rated as 
highly in the US as it has 
been in Europe, but insists 
that “the tide is turning”. 

He must hope it does so, 
since North America is his 
main targ e t In the plan to 
increase Unicefs annual 
card sales from 158m in 
1995-96 to about 200m in 
three years' time. 


The era of relationship marketing 


T hirty-five years after he claims 
to have invented the term 
“direct marketing”, Lester 
Wunderman, chairman of 
Wunderman Cato Johnson, one of the 
world's leading exponents of direct 
co mmuni cation between supplier and 
consumer, says he would like to 
expunge the expression from the 
record. 

The new credo inside Mr Wunder- 
man’s operation - part of the Young & 
Rubicazn group - is “relationship mar- 
keting”. This is based an the belief that 
marketers must take steps to “own 
their consumers” to survive in an 
increasingly competitive environment. 

This means that customer loyalty 
must become the number one priority. 

Mr Wunderman, who was in the OK 
last week to address the Direct Market- 
ing Association, says that repeat busi- 
ness accounts for 90 per cent of the 
average company’s profits. 

Companies that fail to lock in their 
existing customers are filling in rather 
nwn exploiting their own gold-mines. 
Critics of direct marketing hate the 


inevitable invasions of privacy that go 
on in its name, but the industry uses a 
combination of public records and pri- 
vate ques tionna ires to find out more 
about its quarry. 

Mr Wunderman maintains tha t so 
long as the questionnaires, or the loy- 
alty card application forms, result in 
better service, most consumers will 
happily trade information about their 
income or lifestyle in return. 

One of Mr Wunderman’s chief objec- 
tions to the term direct marketing is its 
continued association with junk man, 
although he protests that “well-tar- 
geted mailshots are anything but 
Junk". 

“At its purest, one-to-one or relation- 
ship marketing is about offering people 
individual solutions to their problems 
and listening to what they need, rather 
than, telling them what they must 
buy." 

He adds: “If that process also cuts 
out the middle man, by which I mean 
advertising, then it Is by definition 
direct marketing.” 

Now T7. Mr Wunderman has harsh 


words for retailers in the US, and 
increasingly in Europe, who “already 
offer shoppers a bewildering amount of 
choice; so much of everything that a 
lot of people will no longer shop in 
their stores”. 

“Nothing is more atomic than a 
mega store that displays 50,000 differ- 
ent items and expects consumers to 
shop the entire store to find the rela- 
tively few items on their shopping list.” 

Mare preferable, he says, is to visit a 
virtual store that not only allows you 
to select goods on-screen but will also 
deliver the chosen items to your door. 

In the new consumer-focused market- 
ing era, manufacturers must, he says, 
learn to be less precious about the 
goods they produce. 

“People want the ability to communi- 
cate more than they want phones and 
faxes and they want transportation 
rather than cars or aeroplanes. 

“Products are going to need to 
become services if they are going to 
enjoy long-term loyalty." 

Virginia Matthews 


Tim Jackson ■ On the Web 

Shopping Norwegian style 


t With all the 
opportunities 
that the inter- 
net offers for 
building 

global busi- 
nesses, it is 
sometimes 
tempting to 
forget that internet ventures 
can be locaL An innovative 
internet supermarket deliv- 
ery service in Norway Illus- 
trates this point 
The company, called Mat- 
nett (Norwegian for food 
net), lets customers In Oslo 
and three other cities order a 
range of 2,000 fresh and 
packaged foods using phone, 
fax or a web interface at 
tcuw.matnea.no. Users can 
specify the time of delivery, 
within a two-and-a-half-hour 
range, and can pay by debit 
card or cash on delivery. 

tl have an indirect connec- 
tion with Matnett. Its bro- 
kers are Norden Fondsme- 
glerforretning, for which I 
delivered a speech at a con- 
ference for institutional 
investors in Oslo last week. 
Matnett was one of 20 of die 
brokerage's client companies 
making presentations at the 
same conference.) 

Matnett’s model is a 
hybrid of the two pioneering 
internet supermarket ser- 
vices that have already been 


mentioned in this column. 
Like the Californian com- 
pany Pea pod. its supplies 
come from a local supermar- 
ket and are delivered by car 
or van. Like NetGrocer, the 
nationwide US service for 
discounted non-perishables, 
it offers a limited product 
range compared with the 
30,000 often found in a large 
supermarket 

Matnett holds no stocks of 
its own and makes its profits 
by splitting a 20 per cent 
■mar gin on sales equally with 
the supermarket. Matnett 
fixes its own prices and 
issues Its own bills to cus- 
tomers. And instead of send- 
ing its own employees scur- 
rying around supermarket 
aisles for the products as 
Peapod does, Matnett relies 
on the supermarket's 
employees to pack the goods. 
The company’s activities are 
largely limited to customer 
service and marketing. 

Matnett began last year 
when Oivtad Kvaal. owner 
of an Oslo supermarket, 
went into partnership with 
the owner of a delivery com- 
pany, using software pro- 
vided by a local software 
house for under $10,000. 
After three months of trad- 
ing, the company brought in 
outside investors. 

■ since then, two important 


things have happened. Mat- 
nett has had farther rounds 
of financing with the result 
that its shares are now 
traded over the counter in 
Oslo, even though they are 
not quoted on any exchange. 
The company has also put 
more professional manage- 
ment in place, led by Brit 
Ravndal a farmer newspaper 
executive with considerable 
retailing and marketing 
experience. Ms Ravndal 
launched a controversial and 
successful advertising cam- 
paign. 

The Matnett web site, 
redesigned since Ms Rav- 
ndal’s arrival, is impressive. 
Without being able to under- 
stand Norwegian, I could see 
that its Interface was simple 
and easy to nse and required 
no special software to be 
downloaded, as its Califor- 
nian competitor Peapod did 
last time I checked. 

Until September, Matnett 
encouraged customers to 
buy in bulk, resulting in an 
average order value more 
than 12 times the delivery 
charge. Since then, the com- 
pany has offered free deliv- 
ery as a promotion. This, 
wmhiiwri with the ad cant 
paign, has helped the busi- 
ness take off. From a 
monthly volume of about 500 
orders, the company fulfilled 


1.600 orders in August and 

3.600 in September. 

Where next? An immedi- 
ate challenge is to manage 
growth better; the Septem- 
ber explosion caused a ser- 
vice breakdown which Mat- 
nett’s management admits 
resulted in some customers 
getting 3kg of bananas when 
they had ordered only three 
fruits. The company also 
expects Norway’s four large 
supermarket chains to mus- 
cle in. 

To cope with this chal- 
lenge, Matnett will from 
next year keep its own 
stocks and deliver direct to 
customers. This should 
Improve margins and ser- 
vice. 

The long-term prospects 
look brigfrt. Norway is well 
suited to internet food deliv- 
ery. The country has a high 
percentage of two-income 
couples with children, who 
value time above money; it 
has among the world's high- 

est internet penetration 
rates; and Matnett can reach 
60 per cent of the population 
by delivering to four cities. 

From today, the Website of 
the Week column, which pre- 
viously appeared on the 
media page, tain be available 
on FT. Com. the Financial 
Tones’ online edition. 
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BUSINESS TRAVEL 


Travel Update ■ Roger Bray 


No-frills airlines 


Business travellers are 
showing “an overwhelming 
willingness" to use 
cut-price, no-friHs airlines, a 
new survey has found. It 
explains why British 
Airways, faced with growing 
competition from such 
carriers on European routes, 
is considering launching a 
new stand-alone, low-cost, 
operation of its own. 

The research was carried 
out for the International Air 
Transport Association, to 
which an large airlines 
belong. It shows that on 
short-haul flights mare 
business passengers (10 per 


cent) worry about getting 
"competitive fares" than 
about leg room or comfort (8 
per cent). 


with, business in S8o Paulo, 
far example, wiD pay about 
£100 In taxes. 


Nash, it is expected to open 
in January 2000, with about 
200 rooms. 


In the right place 


Brazil tax threat 


is ^nwhuning an 
enormous increase in 
departure tax - from 
a p proxim ately 516 (£9.50) to 
about $80. The country’s 
Congress is expected to vote 
on the plan this week. The 
move follows Mg increases 
in air travel tax in the O S 
and the UK. If the Brazilian 
proposal goes through* a UK 
passenger needing to 
combine a trip to New York 


If the three most important 
factors in a hotel's success 
are location, location and 
location, French chain 
Sofitel looks likely to hit the 
jackpot with its first 
property in London. It wiD 
be at the corner of Pali Mall 
and Waterloo Place, in the 
heart of the West End mid a 
few steps from the 
headquarters of the Institute 
of Directors. Housed in a 
protected 1924 building, 

which was designed in 
sympathy with the 
surrounding elegance of 


New airport hotel 

Canadian Pacific has signed 
a deal with the Vancouver 
Intern ati'T'ni 

Authority to build a CSSSm 
(£27m) luxury hotel next to 
the new terminal. Doe to 
open in late 1999, It will 
have 400 moans, conference 
fartittj e s health club. 


one of Manhattan's great 
su rvivo rs: it opened in 1905 
and was known as the 
Gotham until the Peninsula 
Group took it over in 1988. 
Its well-known rooftop spa 
will stay open to members 

throughout the 
refurbishment. The hotel is 
scheduled to reopen on 
November 1 next year. 


launch services from JFK to 
Barcelona and from Atlanta 
to Hamburg. low-cost 
carrier AB Airlines wfll 

fam rafti WafTy wt - 

December 1 between 
London Gatwick and 
Berlin’s Schflnefeld airport, 
which is to be expanded.. 


Likely weather in the leading business centres 
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Haiti warning 


Peninsula, facelift 


The Peninsula New York 
wtn close an January 1 far a 
$4Cta-plus facelift All 241 
bedrooms wfll be included in 
the renovation. The hotel is 


Delta non-stop 

Delta Air lines plans five 
new non-stop services 
between Europe and the US. 
On March 2 it will start 
fligh ts from New York’s 
JFK airport to Stockholm, 
Stuttgart and Warsaw, 
which it currently serves 
via Berlin. On May 16 it will 


Business in Haiti? Do not go 

in 

absolutely necessary, . .. 
advises toe UK Foreign ; - .. 
Office. Haiti police are . . .. 
struggling to impe with an 
increase in crime, including 
ww jsw^cipgg -t ha t turn 
violent Do not wear. .: ; 
expensive jewellery or chrry 
large amounts of money. 




ON-TRAIN TICKETS 


Hotel rooms are being adapted to suit visitors’ work needs, while concierges look after their more extraordinary requests 


Asleep in the office 


T he desk Is large, 
lighting good, the 
ergonomically 
designed chair just 
so and the various power 
outlets and modem jack 
mounted conveniently. This 
is the perfect work setting, 
but it is not an office, it is a 
hotel bedroom. 

The transformation from 
the 1980s guest rooms that 
looked like home has been 
stark. The 1990s road warrior 
demands a room that dou- 
bles as an office. 

Hie fewer stars in the 
hotel's rating, the more the 
room resembles a hybrid 
between bedroom and office. 
Deluxe hotels make the facil- 
ities less intrusive. The new 
vintage designer hotels, such 
as the Metropolitan in Lon- 
don, do it stylishly. 

Guest bedrooms of the 
1990s are stuffed with high- 
tech gadgetry to allow the 
business traveller to make a 
seamless transition from 
office to hoteL 
The trend offers business 
travellers more choice of 
accommodation. “It’s all 
about market segmenta- 
tion," says David Bailey, 
associate director of BDO 
Hospitality Consulting. 
“Rather than be all thing s to 
all men and women, hotels 
have to decide where their 
business opportunities lie." 

Statistics show 56 per cent 
of all business travellers 
cany a personal computer. 


80 per cent of which have a 
built-in modem. About the 
same number carry a mobile 
phone or a pager. Almost 
half demand in-room access 
to data ports and telephone 
jacks and more than a third 
want easy access to fax 
machines, but not necessar- 
ily in the bedroom. 

At the top of their wish 
list is a desk with plenty of 
work space, adjustable tem- 
perature, comfortable chair, 
good lighting and the ability 
to work effectively and relax 
at ihp mnw time. 

These findings reflect the 
views of some 400 business 
travellers from the UK, Ger- 
many, Japan and the US. 
Undertaken by CLT 
Research for Marriott Lodg- 
ing International, it con- 
firmed the US chain's deci- 
sion to launch the Room 
That Works. 

These rooms, which carry 
no extra charge, contain a 
large table and mobile writ- 
ing desk, two power outlets 
and a PC modem with a jack 
mount, moveable light and a 
fully adjustable ergonomic 
chair. 

Other large hotel chains 
provide similar services. 
Sheraton markets its rooms 
under the Smart rooms label 
but charges a 10-20 per cent 
premium. 

The fecilities include a 
desk with built-in power out- 
lets to US, Australian and 
European standards, a com- 


bined photocopier-fax-printer 

with PC printer drive discs, 
a high-intensity desk lamp, 
ergonomic chair, two-line 
telephones, stationery and a 
stress ball for company. 

“We’re adding 50 more 
Smart rooms in the new year 
to our Park F-ane property 
and 50 more at Heathrow by 
spring because they've b een 
so popular," says Meenaz Lai- 
ani, director of sales and 
marketing, UK and Ireland, 
for ITT Sheraton Corpora- 
tion. 


H ilton is testing 
the water in the 
UK with a 43- 
room business 
floor at its Heathrow prop- 
erty. Each room has a large 
work station, eight-hour 
chair, adjustable lighting, 
stationery, PC line, three 
telephones, a personalised 
fox tn four languages, auto- 
mated message service, 
express check-out, free use 
of a PC and printer, plus 50 
free photocopies. All this 
comes at a 12 per cent pre- 
mium. 

Radisson Edwardian mar- 
kets Hallmark rooms in 
seven London properties. 
They have personalised fax 
machines, a desktop work 
area, modem points and a 
bill-checking facility. The 
rooms cost 12 per cent extra. 

The Savoy Group has 
added six communications 
lines to all its rooms, but 


very discreetly. “The busi- 
ness traveller is travelling 
for a meeting or oonfgence, 
but once that day Is over 
and the laptop is shut down 
and he or She wants to relax, 
the environment is right We 
don’t want it to look like an 
office," the group says. 

Two telephone lines, one 
fax line, UK and US modems. 
ISDN line for data transmis- 
sion and a desk and lamp 
are In all rooms in the 
Berkeley, daridges and the 
Savoy, at no extra charge. 
Sixty per cent of rooms have 
a fox machine. It may intro- 
duce bill chffrtrtnf r and inter- 
net services through televi- 
sions. 

“it’s difficult to mix the 
subtle social environment of 
a bedroom with the harsh 
lighting required for an 
office," says Geoff Parkin- 
son, managing director of 
Christie Consulting. He says 
the most successful are US 
suite properties, where the 
work area is partitioned off. 

The Four Seasons hotel 
chain has partitioned off 
business facilities within its 
executive suites. Rooms are 
50 per cent larger and 
French doors separate the 
sleeping and living areas. 

The latter has a desk, 
two-line telephone and per- 
sonal stationery. The charge 
is IS per cent more than for 
standard rooms. 


Gillian Upton 


A n elephant, sir? Of 
course. What size ele- 
phant would you 
like?" Hotel concierges are 
used to dealing with 
requests for airline bookings 
and tables at exclusive res- 
taurants, but business trav- 
ellers at some of the world's 
more upmarket hotels can be 
just a bit more demanding. 

The request for an ele- 
phant for a political fund- 
raising event was one that 
the staff at the Regent Bev- 
erly Wilshire in Los Angeles 
responded to without batting 
an eyelid. 

According to the hotel: 
“The only concern we had 
was that the elephant might 
not fit into the elevator. Get- 
ting hold of it was not a 
problem." 

Another guest asked the 
hotel to provide him vrith 
every flavour of frozen 
yoghurt from every frozen- 
yoghurt manufacturer in the 
city. After eating his way 
through them aSL he liked 
one of them so much he 
bought the company. 

Round the comer at the 
Beverly Hills hotel the pink 
palace that doubled as the 
Hotel California on the cover 
of the Eagles’ 1970s album, a 
woman guest requested lash- 
ings of milk and Evian water 
- but not a drop passed her 
Ups. Instead, she bathed In 
the milk and washed in the 
mineral water. 

It is not just self-obsessed 
Los Angeles that makes 
extravagant demands of 
hotels. Across the Pacific in 
Bangkok, the Westin Banyan 
Tree hotel was asked to put 


Elephants 
found to suit 
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a washing machine In & 
room for a guest, who pre- 
sumably wanted to take care 
of his own laundry. 

“We couldn’t dp it," says 
the hoteL “The roam didn’ t 
have the right plumbing." 

Cleanliness is dearly an 
obsession for travellers with 
money to bum in five-star 
hotels. At Le Bristol in Paris, 


housekeeping staff had 
to make sure one guest’s 
bathroom was well stocked 
with fresh towels: 47 at a 
time. 

For those with time for 
romance, concierges can 
arrange a wedding ' without 
too much trouble. The Pen- 
insula Beverly HHls reckons 
it can =sort out nuptials, 


including all the papcmi"* 
and organism*; thi- ilrt-s;.. 
with 24 hours' notice. 

In Bangkok the Reg^ni 
was asked fo set up ,i wel- 
ding in total secrecy .in- 
anging everything from the 
priest, flowers and a banquet 
- so that the groom inuM 
surprise his fiancee when 
they arrived. History doe-* 
not record her reaction. 

At the Regent's sister 
hotel in Hong Kong, the 
chief concierge arranged a 
wedding to take place during 
the handover period, again 
in secrecy, so that the couple 
could surprise their friends 
and fami ly. On this occasion, 
the concierge went a step 
further he also acted as Ivst 
man. 

Kitchens can be ;iskcd in 
dish up surprising things 
too. At London's Tower This 
tie hotel, a “well-known UK 
socialite" was celebrating 
his birthday, and asked dit- 
cher to whip up a cake for 
his pet. 

This, however, was iml a 
run-of-the-mill cat or dug: tie 
wanted Co treat his pet 
gorilla. The gorilla's favour- 
ite recipe was faxed to the 
chef, and the cake - featur- 
ing bananas, cherries and a 
slug of brandy - tvos duly 
produced. 

• So next time you call the 
concierge and worry that 
they might not be able to lay 
their hands on a hard-to-get- 
hold-of concert ticket, relax. 
Your request is probably a 
piece of cake. 


Kate Bevan 


BUSINESS EDUCATION 


Experience times five 
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A consortium can widen the executive’s viewpoint, writes Della Bradshaw 




B ritish high-street retailer 
Marks and Spencer lias 
built itself a powerful 
management reputation 
by promoting its staff internally 
and providing a career path right 
up to board level for Its most prom- 
ising managers. The downside of 
the strategy has been that many 
managers have only ever worked 
for the one company and lack th« 
range of experience generated by 
working in several different organi- 
sations. 

To enable its managers to bench- 
mark themselves against their 
peers in other companies, M&S 
decided to set up an executive 
development programme which 
involved other blue chip companies 
as well asa business school. 

The consortium is a hybrid pro- 
gramme, designed to exploit the 
best elements of an open pro- 
gramme - interaction between 
managers from different organisa- 
tions - and the best of a custom- 
ised programme, which focuses an 
the specific problems of one organi- 
sation. This formula is growing In 
popularity in Europe but is still a 
rarity in the US. 

London Business School was 
selected by M&S to develop the 
programme in conjunction with 
the five participating organisa- 
tions: British Airways. British 
Telecommunications, Lloyds TSB 
bank, Va uxha.il, the motor manu- 
facturer and M&S. 

The plan was to bring together 
companies from diverse sectors to 
broaden knowledge and under- 
standing, says Helen Gates, man- 
agement development training 
adviser at M&S. “One of the great 
things about the consortium is the 
openness and the honesty. The par- 
ticipants really get under the ftkins 
of the companies involved and that 
is where the real learning begins." 

That said, what surprises partici- 
pants most Is the similarity of the 
problems (heed by the five compa- 
nies, says Jon Tucker, senior man- 
ager fo r exe cutive development at 
Lloyds TSB. “If there's one major 
lesson they come away with it is 
the huge parallels. What is fasci- 
nating is how execu tiv es deal with 
the issues: that is different" 

Those managers selected to go 
on the course are “high pots" - 
high potential managers. Most are 
In their mid-306 to mld-40s and 
many will eventually serve on the 
boards of the five companies. At 
Vauxhall one of the criteria for 
selection for the prog r am me is that 



the manager should not be more 
than three steps below the level of 
board director. At BT, participants 
are two or three steps below board 
level. 

Many who have completed the 
programme at Vauxhall have gone 
on to work overseas for parent 
company, GM. “They have learnt 
such a lot from the other compa- 
nies that they have Sored well over- 
seas," says Brian landop, manager 
for central education and training 
at Vauxbafl. 

The programme is about to enter 
its fifth year. Coincidentally, the. 
number five plays a large role in 
the programme. Each of the five 
companies sends five managers on 
the course each year and each 
manager belongs to one of five 
cross-company teams. Bach pro- 
gramme has five modules, each, one 
with a different theme - managing 
the supply chain or managing IT, 


for example - and there is one visit 
to aafth company during each mod- 
ule - five In alL 

marii module an academic 
input from the first day. That could 
be from an LBS faculty member or 
from an external speaker. Some 
speakers come from within the five 
organisations - BTs “blue skies" 
talk receives the most plaudits. 

With every module there is a din- 
ner - one hosted by each company 
- at which the chief executive of 
the host company gives a speech to 
the participants. 

One of the programme’s most 
valuable aspects is that it brings 
together the latest In management 
thinking from LBS with practical 
aspects of management on the. 
ground through the companies, 
says Mr Tucker. “Nobody could 
charge this programme with being 
too theoretical," he says. 

The company visits are the ele- 


ment of the programme which 
guarantees its success, agrees 
David Thomas, head of change 
leadership at BT. “Each manager 
visits each company once during 
the programme and they really 
leverage the resources that are 
presented in each company. They 
are really using the company as a 
resource.” 

For Vauxhall the programme 
provides senior managers with a 
tool for personal development, says 
Mr Lindop. “We astainly like the 
idea of people looking outwards, 
over the garden wall: There's a lot 
of self-learning involved.” 

It has also enabled managers to 
learn about their own companies 
and to meet their peers within 
them. At Vauxhall, for example, 
two Opel employees who were on 
secondment from parent company 
GM participated as Vauxhall 
employees. 


Elsewhere relationships flourish. 
“There are a whole network of rela- 
tionships that go beyond what was 
ever intended.” says Mr Lindop. 
“For example, the training manag- 
ers such as myself now have our 
own little network of peers." 

Although the consortium has 
been a pioneering programme, 
there are several more such alli- 
ances now springing up in Europe. 
Following the success of the M&S 
programme, LBS decided to put 
together a consortium of interna- 
tional companies, including BT, 
Lufth ansa . Standard Chartered 
Bank, SKF, ABB and the LG group. 

Henley Management College 
runs a consortium programme and 
Insead in Fontainebleau has three 
programmes which foil under the 
consortium umbrella. One (Alpha) 
is for general managers, the second 
(the executive forum) brings 
together more senior executives 
and the third (Eureka) is designed 
for a group of companies all from 
the same sector: insurance. 

At Cranfield in the UK a consor- 
tium programme has been in oper- 
ation for just over two years. It has 
a larger pool of participating com- 
panies, including a bank, an insur- 
ance company and even Thames 
Valley Police Force, but not all par- 
ticipate cm each programme - they 
opt in or out as they require. The 
programme is intended to improve 
the capabilities of general manag- 
ers rather than high flyers. 

Though M&S and its partners are 
committed to its consortium pro- 
gramme, Mis Gates says all are 
aware that the group may in the 
future need to bring in other com- 
panies. One suggestion is to etnu- 
- late the Cranfield model and allow 
eight or 10 companies to partici- 
pate. with just five opting to partic- 
ipate in any given year. 

One of the drawbacks of a con- . 
sorti um programme is the cost and 
complexity of the organisation, 
says Leo Murray, director of Cran- 
field and the man responsible for 
setting up the consortium pro- 
gramme there. "The overhead of 
running it is high because you 
have six or seven clients for any 
programme, not just one.” 

Nevertheless the M&S pro- 
gramme still retains strong support 
from the -participants. “LBS is not 
necessarily the cheapest but the 
five companies wanted quality," 
says Mrs Gates. "We have one of 
the best programmes in the UK. In 
M&S it is seen as one of the best 
courses we ran." 
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Richard McClure reviews the 
Bruce Weber retrospective 


N ot every under- 
wear salesman 
is given the 
oppor tun ity to 
display his 
wares at a major exhibition 
space. But the honour has 
now been bestowed on the 
. American photographer 
Bruce Weber, whose retro- 
spective show, Branded 
Youth and Other Stories. 
opens this week at London’s 
National Portrait Gallery. 

Although his oeuvre 
extends to celebrity portraits 
and documentary film-mak- 
ing, Weber is most widely 
known as photographer-in- 
chief for Calvin Klein. Since 
the 1980s, his pictures of 
sporty, half-dad young 
people (usually impossibly 
beautiful men) have sold CK 
clothes and perfume in fash- 
ion magazines across the 
world. 

With his Instantly recog- 
nisable trademark of firm 
jaws and rippling torsos, 
Weber’s campaign has 
spawned a host of imitators 
and propelled him into the 
ranks of photography’s mfl- 
llonaire elite. Thanks to sim- 
ilarly lucrative partnerships 
with Ralph Lauren and Ver- 
sace, be now earns around 
$35,000 for a oneway shoot 
and is Sited by designers and 
editors alike. 

Even so, it Is not the most 
opportune time for a Weber 
retrospective. Although he 
remains at the top afhis pro- 
fession, the past few years 
have seen him fall victim to 
fashion's fickle hand. His 
tanned, over-muscled models 
have long been superseded 
by sickly super-waife and the 
deathly pallor of heroin chic. 
Two recent book anthologies 
featuring the industry’s big- 
gest names failed to include 
him. and he is currently 
eclipsed by such new talent 
as Corinne Day’s squalid 
realism. 

Today, even Weber’s most 
recent work appears rooted 
in the 1960s, faintly risible 
hunks- in-trunks , as kitsch 
and out-dated as a troupe of 
Chippendales flexing their 
pecs or Baywatch extras pos- 
ing on the beach. Yet as a 
marketing tool, it has proved 


undeniably effective, pene- 
trating the hitherto untap- 
ped menswear market and 
persuading a generation of 
self-deluded males to. 
squeeze their love handles 
into Ill-considered Lycra. 

Anna Wintour, editor of 
American Vogue, has identi- 
fied Weber’s "outrageous- 
negs” as the key to Ids influ- 
ence. Certainly, Weber was 
instrumental in eroticisihg 
mainstream culture by treat- 
ing men as sex objects to be 
envied or desired. Yet far all 
his models’ near-nudity and 
allusions to gay sex, there is 
no thing remotely shocking 
about his pictures, with little 
to equal Helmut Newton’s 
carnal fantasies or Benet- 
ton's -brazen campaigns. 

R ather, Weber 
uses the less rad- 
ical device of sell- 
ing a lifestyle, 
often dispensing 
with the product altogether. 
Thus, far Ralph Lauren, we 
see a privileged elite loung- 
ing m English gardens or the 
Hamptons. For Versace, and 
Calvin Kletfc- we-are sold an 
idyllic- 

male body, ah aHaring brand 
of heroic masculinity which 
draws on black-and- 
white portraiture of Holly- 
wood’s matinee idols. - 
The technique proved 
Ideal far the 1980s with its 
adoration of the aspirations! 
and superficial It is Iras 
seductive, however, when 
applied elsewhere in the 
exhibition. Often, Weber's 
portraits of celebrities are 
indistinguishable from his 
fashion shots. The actors 
Matthew McOonaugbey and . 
Ashley Judd cavorting semi- 
starkers by a lake could eas- 
ily pass for a CK ad, while a 
portrait of Tina Turner - 
wrapped in a bath towel and 
lounging in a 1 rocking ehgfr 
- manages to reduce a feisty 
black rock singer into one of 
Ralph Laurdn's affluent 
ladies of leisure. 

Weber’s unvaried style 
says much about the packag- 
ing oT personalities as prod- 
ucts, but it also exposes his 
limi ted field of vision. 
Although Gianni Versace 



‘New York CHy Baflet, Acfirondadcs*, 1995 by Bruce Weber good taste or out-dated kitsch? 


declared that “nobody 
knows better bow to bring 
ont the individuality in 
every boy", the evidence 
suggests quite the reverse. 
Weber’s cause is not helped 
by his dedication in the exhi- 
bition catalogue to Usette 
Model (with wham he stud- 
ied In the 1960s). It is fl rash 
comparison which only 
reminds us of Model's supe- 
rior artistry and the sharp 
contrast between her charis- 
matic portraits of society’s 
unorthodox and Weber’s 
done-like parade of pretty 
boys, devoid of diversity or 
presence. 

. Thankfully , there are same 
exceptions among the 200- 
odd exhibits, notably the 
portraits of scarred and sul- 
len boxers, taken during the 
filming of Broken Noses, his 


1987 tribute to pugilist Andy 
Minsker. Here, Weber’s fasci- 
nation with youthful 
machismo is for once 
hitched to an absorbing sub- 
culture, creating an under- 
world of seedy violence and 
failed a mbition. Sadly, such 
moments are rare, swamped 
by otherwise relentless pae- 
ans to the ideal form: the 
perfect physiques of Olympic 
athletes; the bulging briefs 
of ballet dancers; and the 
homoerotic grapplings of 
mid-west wrestlers. Even 
photographs taken last year 
in Vietnam focus solely on 
handsome youths in uni- 
forms or undress. 

Perhaps it is pointless to 
criticise a fashion photogra- 
pher far such camp frivoli- 
ties (least of all one who 
cheerfully writes in the cata- 


logue: “With this book, I 
send a kiss to Elizabeth Tay- 
lor"). Certainly, Weber 
makes no great claims for 
his vocation. “A lot of people 
take photography too seri- 
ously,” be has said. “I f frink 
it's about enjoyment or 
showing another world to 
people - and that’s a very 
positive thing.” 

Positive or not. Weber’s 
world is nevertheless riddled 
with self-satisfaction, both 
his own and that of his sub- 
jects. At times, he wittily 
subverts these vanities - a 
portrait of Madonna, ktawmg 
her reflection or actor Skeet 
Ulrich with “narcissism'’ 
scrawled on his belly - but 
usually he is in thrall to this 
exclusive milieu of feme and 
beauty. His own elevated 
status raean fl there are no 


constraints on his working 
practices and his pictures 
duly descend into syrupy 
scenes of children cuddling 
a n i m als or a sentimental 
homage to a farmer toiling 
in the fields. 

Most self-indulgent are the 
photographs of his pet 
golden retrievers, snoozing 
in the sun at bis deluxe 
ranch in Montana or nuzzl- 
ing celebrities and naked 
models. Weber lias always 
luxuriated in his role as arbi- 
ter of good taste, but his dog 
portraits are a display of 
such ludicrous excess that 
they border on parody. As 
adverts for Pedigree Chum, 
they would no doubt be 
viewed as marketing master- 
pieces. As an example of a 
photographer's vision, they 
betray utter self-absorption. 


Naples returns 
to the baroque 


T wenty years or so 
ago, musicians were 
taking up baroque 
instruments and 
putting into practice the 
instructions on technique 
and style found in 18th-cen- 
tury nmnwialw by flanfatairi, 

Quanta and the rest Their 
aim was to play baroque 
music in a more baroque 
manner. And that is what 
they did. 

Although much of the 
music they played was Ital- 
ian. for the most part they 
themselves were not North- 
ern Europe led the baroque 
revtvaL Italy was the place 
for opera. But that is chang- 
ing. In the 1990s a number 
of excellent period-style 
groups have emerged from 
the shadows. 

The violinist Fabio Biondi 
and his ensemble Enropa 
Gal ante specialise in the 
concerto repertoire, with 
excursions into the orato- 
rios of Alessandro Scarlatti. 
Rinaldo Alessandrini and 
his Concerto Itahano have 
concentrated on vocal 
music, notably the madri- 
gals of Monteverdi. And 
Antonio Florio and his Cap- 
pella de* Tnrchini, a Naples- 
based group already 10 
years old, have been busy 
unearthing some of the 
great treasures of the vast 
Neapolitan repertoire. 

One thing these three 
ensembles have in common 
is that they all record for 
the French-based indepen- 
dent company. Opus 111. 
Opus has recently under- 
taken to make 50 recordings 
of Neapolitan music with 
Cappella de 1 Tnrchini and 
three are already available. 
A fourth, of Francesco Prov- 
enzale's opera sacra, La Col- 
ombo Ferita, composed in 
1670, was recorded, and 
given a celebratory concert 
performance, earlier this 
month at Naples’s Centro di 
Mnsica Antica, a lovely for- 
mer priory well hidden 
among the backstreets of 
the city’s down-at-heel Span- 
ish district 

Who was Provemzale? Well 
might you ask. He was born 
around 1626 and died in 
1704. According to The Nets 
Grove Dictionary of Opera, 
just eight operatic works 
survive, though he probably 
wrote many more. Much 
admired in his day, his 
hoped for appointment as 
maestro di capella to the 
vice-regal court was scup- 
pered by the arrival in 
Naples of the brilliant 28- 
year-old Alessandro Scar- 
latti in 1684. 


But the Centro's musicolo- 
gist, Dinko Fabris is in no 
doubt of Provenzale’s status, 
reckoning that he is the 
greatest native Neapolitan 
composer in the 17 th cen- 
tury. Certainly he was 
admired far and wide, by 
CavalH up in Venice among 
others. The fact that the 
score of La Colombo Ferita 
lay forgotten amid the 
archives of the Conservato- 
rio della Pieta de' Tnrchini 
for three centuries does not 
sway him from that view. 
And from what I heard in 
Naples - he could well be 
right 

T he opera, depicting 
the story of St Rosa- 
lie, who resists her 
father Slnibald’s 
entreaties to marry the son 
of King Roger of Skdly in 
order that she may instead 
be wedded to Christ man- 
ages to be both devout and, 
in the best Neapolitan tradi- 
tions, fanny, with lots of 
chasing, hiding and tussl- 
ing. The music moves like 
greased lightning between 
moods - set numbers tend 
to be short. It is distinctive 
and listener-friendly, with 
lots of dance rhythms, local 
colour and textural warmth, 
though somehow Provenzale 
sidesteps naivety. Florio’s 
fine ensemble invested the 
score with a luminously 
beautiful sound and with 
some elegant phrasing and 
articulation. 

. Dramatically, the accent 
is on vividly coloured char- 
acters, as one would expect 
from a composer associated 
with a city where everyone 
on the street is a vividly col- 
oured character. There are 
commedia dell ’arte - like 
exchanges between the Nea- 
politan (Giuseppe fie Vit- 
torio, a real Neapolitan 
voice, with an expressive, 
open sound, and areal actor 
into the bargain) and the 
Calabrian (the buffo bari- 
tone Giuseppe Naviglio, alas 
no actor), and some equally 
hilarious interplay between 
the angel (Roberta Inver- 
nizzl) and the devil (Luca 
Dordolo). Bat these are side- 
shows, comic relief from the 

central seriousness of the 
work. That seriousness cer- 
tainly came across here with 
the glorious singing of the 
part of Rosalie by the mezzo 
soprano Gloria BanditeUi. 
Her final aria is the equal of 
the most moving Purcell or 
Rnrtdrt- Higher praise than 
that there cannot be. 

Stephen Pettitt 





■ AMSTERDAM 

OPERA 

Hot MuadeMheatar 

Tet 31-20-551 8911 
Cod Fan Tutta by Mozart 
Netherlands Opera production; 
conducted by Nor Bolton In a 
sta ging fry dfeijen Flfrnm, with an 
entirety now cast Nov 18, 21 

■ BERLIN 

DANCE 

Deutsche Oper 
Taf 49-30-34384-01 
Deutsche Oper Ballet: Rosafinde, 
choreographed by Ronald Hynd 
to music by J. Strauss; Nov 18 

OPERA 

Deutoefte Oper 

Tel: 49-30-34384-01 
Aida: by VerdL Staged by <3fitz , 
Friedrich, with sets and 
costumes by Pet HaJmen; Nov 22. 

■ EDINBURGH . 

EXHIBITIONS 

National Gallery of Scotland 


Tet 44-131-624 6200 
Discovering the Italian Baroque: 
The Denis Mahon Collection. . 
Consisting of 17th and 18th 
century Italian paintings by 
Guerono, Guido Rerri and 
Domenlchlno, among others, 
collected by Mahon since the 
1930s. The axhfoition was in 
London until May; to Feb 15 

■ HOUSTON 

EXHIBITIONS 

Museum off Hne Arte, Houston 

Tel: 1-713-639 7730 
The Dark Mirror, Picasso: 
Photography and Painting. . More 
than 300 works, the majority of 

them photographs, which will 
Illustrate the relationship between 
the various media in which 
Picasso worked. The display 
includes studies of works in 
progress, self-portraits, and 
photographs of Rousseau and 
Braque. The exhibition has been 
seen in .Paris and will travel to 
Japan; to Feb 1 

■ LONDON 

CONCERTS 
Barbican Hati 

Tat 44-171-638 8891 
m The Sfljetius Cycle: Joseph 
Swensen conducts toe Scottish 
Chamber Orchestra, with violin 
soloist Wa Haendel; NovlB 
• ^ The Sibelius Cycle: SirCo&i' 
Davis conducts the London 
Symphony Orchestra in a 
•programme including Symphony 
t*la 3 and Symphony No. 4; 

. Nov.20 .... 

EXHIBITIONS 


TateGsRery 

Tet 44-171-687 8000 

• The Age of Rossetti, 
Burne-Jones and Watts: 
Symbolism In Britain 1860-1910. 
Works by British artists including 
the pro-Raphael ites Rossetti and 
Bume-Jones are presented 
alongside those of European 
contemporaries such as Redon 
and Moreau. The show aims to 
demonstrate toe powerful 
influence of SymboHsm on British 
artists; to Jan 4 

• The Turner Prize 1997: display 
of works by each of the 
nominees on this year's 
all-woman shortlist Christine 
Bortand, Angela Bulloch. Cornelia 
Parker and GHBan Wearing; to 
Jart.18 

OPERA 

Engfah National Opera, 

London CoOseum 
Tet 44-171-632 8300 

• Falstaft by Vercfi. This 
co-production with Opera North, 
first seen in Leeds, is conducted 
by DohnEffryi and directed by 
Matthew Warohus. Cast includes 
Alan Opie: Nov 19, 21 

• The Magic Flute: by Moavt 
Nicholas Hytner's production is 
revived by David Rifch and 
conducted by Christopher 
Moulds; Nov 20, 22 

Royal Albert Hall 

Tet 44-171-5896212 _ ‘ 

The Royal Opera: OteDo, by 
VerdL Conducted by Jacques 
Detacdte in a staging by Elijah 
Moshkisky; Nov 17, 18, 19. 

21,22 

THEATRE 


Barbican Theatre 

Tel: 44-171-638 8891 
Henry V: by Shakespeare. Ron 
Daniels directs this Royal 
Shakespeare Company 
production, with Michael Sheen 
in the title role; to 22 Nov, after 
which it will tour toe UK 

■ LOS ANGELES 

CONCERTS 

LA. Opera, Dorothy Chandler 
Pavffion 

Tel: 1-213-972 8001 
Los Angeles Philharmonic: 
conducted by Paavo Jtirvi in 
works by Tuiir, Mozart and 
Mahler; Nov 21, 22 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavffion 

Tet 1-213-972 8001 
Countess Marfea: by Kaftmdn. 
Premiered in Santa Fe this 
summer, this lively production by 
Linda Brovsky stare Ashley 
Putnam and is conducted by 
John Crosby; Nov 22 

■ MADRID 

OPERA 
Teatro Read 
Tet 34-1-516 0600 
La Monnae: touring production 
of Britten's Peter Grimes. 
Conducted by Antonio Pappano 
in a staging by Winy Decker; Nov 
18, 20, 22 

■ NEW YORK 

EXHIBITION 

Metropolitan Museum of Art 

Tet 1-212-679 5500 


Drawings of Filippino Lippi and 
His Circle: first major exhibition 
of work by the Quattrocento 
painter. Of the 117 drawings on 
display, 80 are by Lippi, including 
rare loans from around the world; 
to Jan 11 

OPERA 

Metropolitan Opera, Uncoin 
Center 

Tel: 1-212-362 6000 

• Don Giovanni: by Mozart 
Production by Franco ZefftrelE; 
Nov 17, 21 

• TannhSuser by Wagner, rn a 
staging by Otto Schenk; Nov 
18,22 

New York City Opera, New 
York State Theater 

Tel: 1-212-870 5570 
+ La Bohdme: by PucdnL 
Conducted by George Manahan 
and staged by Grazielfa Scfutti; 
Nov 18, 20, 21,22 

• Marco Polo; by Tan Dun, 
premiered in Munich last year. 
New production conducted by 
the composer and directed by 
Martha Clarke; Nov 19, 22 

■ PARIS 

CONCERTS 

TWatre des Champs Elysdes 

Tet 33-1-4952 5050 
Orchestra National de France: 
conducted by Yehudi Menuhin; 
Nov 17 

DANCE 

Op£ra National de Paris, Palais 
Gamier 

Tel: 33-1-43439696 
Paris Opera. Ballet mixed 
programme - Sdr de ftite by 


Stoats. L’Arlesienne by Petit, and 
La Symphonie fantastique by 
Massine; Nov 18, 19, 21 

OPERA 

Opera National de Paris, Op6ra 
BastiUe 

Tel: 33-1-4473 1300 

• Der Rosenkavafier by 
Strauss. New production 
conducted by Edo de Waart In a 
staging by Herbert Wernicke. 
Cast includes Ren£e Fleming, 
Susan Graham and Barbara 
Bonney; Nov 20 

• Nabucco: by VerdL 
Conducted by Pinchas Steinberg 

in a staging by Robert Carseri; 

Nov 19, 22 

■ TOKYO 

CONCERTS 
Suntory (toll 

Tel: 81-3-3269 9999 
Staatskapede Berlin: conducted 
by Daniel Barenboim In works by 
Beethoven; Nov 18 

OPERA 
Bunks Kaftan 

Tet 81-3-3828 2111 
Staatsoper Unter den Linden: Die 
Zauberflbte, by Mozart 
Conducted by Daniel Barenboim; 
Nov 17 


■ WASHINGTON 

EXHIBITIONS 
National Gallery of Art 

rat 1-202-7374215 
Lorenzo Lotto: Rediscovered 
Master of the Renaissance. 50 
paintings, many of them on loan 
from churches and museums in 
Italy, to Mar 1 


OPERA 

Washington Opera 
Tel: 1-202-295 2400 

• Pagtlacd: by Leoncavallo. 

New production by Franco 
Zeffirelli, conducted by Leonard 
Sfcftkln (Eugene Kohn on Nov 21). 
Piacido Domingo sings the role 
of Canlo (replaced by Antonio 
Barasorda on Nov 21); Kennedy 
Center Opera House; Nov 10, 
21,22 

• Ronteo at Juliette: by 
Gounod. New production, 
directed by Giancarto del 
Monaco and conducted by 
Bertrand de Billy; Kennedy 
Center Opera House; Nov 17, 20 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Tuna 

• NBC Europe 

1CL00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Times Business 
Tonight 

• CNBC 

(KL30: Squawk Box 
10.00: European Money Wheel 
IBJXh Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Personal View • Gordon Brown 


No quick fixes on jobs 


A new European 
approach to 
creating job 
opportunities is 
emerging 

This week 
the special 
European 
summit In 
Luxembourg 
addresses the 
most important issue for its 
370m citizens: how to cut 
unemployment and create 
more jobs. With the intro- 
duction of the euro only 13 
months away, Europe's 20m 
jobless have a right to insist 
we find a more effective eco- 
nomic model that delivers 
high, stable levels of growth 
and employment opportu- 
nity for alL 

There can be no quick 
fixes. But there is a new 
way forward to higher 
growth and employment - a 
new European way. This 
recognises we must equip 
ourselves for a more com- 
petitive world where busi- 
ness must be flexible and 
people must adapt Hie new 
way rejects the failed, old- 
style over-regulation and 
inflexibility that stifled job 
creation, just as it rejects 
governments doing no thing 

It states that achieving 
high and stable levels of 
growth and employment 
will require new approaches 
from national governments: 
modernising social security 
systems, improving work 
incentives through the tax 
system, removing barriers 
to growth and encouraging 
the job-creating potential of 
small business, and tackling 
social exclusion. 

So. the new way recog- 
nises that while. In a world 
of constant innovation and 
technological change, there 
is less that government can 
do to stop people losing 
their last job. there is more 
government should do to 
help people gain their next. 

The new European way 
must be built from a plat- 
form of stability. Today, 
with the Maastricht criteria 
and the stability and growth 
pact, every European Union 
government recognises that 


stable monetary and fiscal 
policies are prerequisites of 
growth, and that there is no 
long-term trade-off between 
inflation and employment. 
But while good macro- 
economic policy is neces- 
sary so growth can expand, 
it is not sufficient for the 
high levels of growth and 
employment we need. 
Macro-economic stability 
must be matched by new 
supply-side measures at a 
national level to bring the 
structural reforms that 
Europe needs and on which 
a successful monetary 
union depends. 

So, the new European 
way rejects centrally 
imposed employment solu- 
tions that can mean waste- 
ful subsidies, and under- 
stands the value of national 
action plans that leant from 
each other’s best practice. 

To take welfare reform 
first* for 50 years we have 
assumed that the unem- 
ployed need only wait, 
doing nothing, passive 
recipients of benefit until 
higher demand in our econ- 
omies took them back to 
work. Now we need a new 
approach to welfare, one 
that recognises unemploy- 
ment can also be structural 
and technological, that wel- 
fare policy must be active 
rather than passive and that 
often the unemployed wfl] 
need to acquire new s kills . 
The new approach offers the 
unemployed - especially the 


young - new opportunities 
for work and training in 
return for an obligation to 
take them up. In my view 
no young person should be 
left for months - and no 
long-term unemployed adult 
left for years - without the 
offer of work training or 
work experience, and with- 
out governments setting tar- 
gets for action. 

Second, there is tax 
reform. Tax systems must 
encourage, rather than pen- 
alise work. For the unem- 
ployed and low paid, taking 
starter or transitional jobs, 
work must pay. So we reject 
those who ignore the impor- 
tance of economic incen- 
tives. while making die case 
for a pro-employment tax 
and benefits system under- 
pinned by a minimum wage. 

Third, we need a new 
approach to competition 
policy: neither old-style reg- 
ulation. which suppressed 
markets, nor crude deregu- 
lation, which does nothing 
to aid employability, will 
bring lasting jobs. The new 
European way to jobs 
means a competition policy 
that: learns from US success 
and creates more dynamic 
markets; is effective against 
cartels and monopolies that 
hold back new businesses 
and job creation: and 
pushes forward the frontiers 
of the single market. 

That means, fourth, that 
small businesses should be 
recognised as job creators. 


The European way must 
now be to do what we can to 
encourage innovation and 
dynamism - for example, 
through venture capital - 
and remove the barriers to 
growth in product and capi- 
tal markets. 

Finally, we must pursue 
employability. The key to 
the new European agenda - 
to what some call job- 
enhancing flexibility and 
others call employability - 
is an enhanced commitment 
to education and t raining . 
Skills become obsolete all 
the time. Britain has a great 
deal to learn from mainland 
Europe not only in basic 
education but in apprentice- 
ship. craft and vocational 
training progr ammes 

The new European 
agenda does not seek to buy 
temporary jobs by wasteful 
public expenditure subsidies 
to prevent change or to 
defend irresponsible and 
unsustainable monetary 
and fiscal policies. Instead 
we ensure, within budget 
disciplines, that public 
resources are used more 
productively. In this way 
structural, micro-economic 
reform goes hand-in-hand 
with macro-economic poli- 
cies for growth. 

This week's jobs initiative 
by Luxembourg's prime 
minister is an important 
turning point, on which the 
UK, Austrian and future 
presidencies can build. 

The US has jobs growth 
but still lacks social cohe- 
sion; Europe has greater 
social cohesion but little 
jobs growth. The challenge 
is to have job creation with 
social cohesion - and ensur- 
ing that more of the unem- 
ployed are more employable 
is the foundation of our ' 
approach. 

In this way we can show 
not just our own citizens 
but the world that Europe 
has a new model, combining 
economic dynamism with 
social justice, to promote 
growth and employment 
through supply-side reform 
of our economies, just as we 
have a strategy for macro- 
economic stability and 
growth. 

The author is the UK chan- 
cellor of the exchequer. 



Gordon Brown: ‘economic dynamism and social justice* 
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Unclear if UK will have any role in ECB 


From Sir Roy Denman. 

Sir, In less than 14 
months' time, with some 
crucial decisions even 
sooner, the European Cen- 
tral Bank will be up and run- 
ning. Will Britain have any 
voice in its operations? It 
does sot seem entirely clear. 

France has said that it 
would bade British member- 
ship of the ECB’s six-strong 
executive board, if and when 
we join Emu. This would be 
only reasonable, given 
Britain's ranking within the 
Union in finanHal transac- 
tions. But the Maastricht 
Treaty (para Hi of Protocol 
No 9) provides that “their 
term of office [of members of 
the board] shall be eight 
years and shall not be 
renewable.” 

So we might be in the posi- 
tion of entering Emu in 2002 


and having to wait until 2097 
before getting a seat on the 
board. Foreseeing this. 
Chancellor Kohl has 
suggested that a seal be kept 
vacant for Britain. What 
appeal would this have for 
other members of Emu? Out 
of probably 11 mem- 
bers, five will already have 
no national on the Board. 

Why should a sixth volun- 
teer join this discontented 
throng in order to humour a 
country that is not likely to 
enter Eknu before 2002 or 
even knows whether it will 
have a majority in a referen- 
dum to authorise it to do so 
later? 

The French prime minister 
has apparently mentioned 
another possibility - that of 
staggering the terms of 
membership of the board 
members. In other words. 


one or more would resign 
before their full term to 
make way for a British mem- 
ber. Would eager applicants 
please come forward? 

It will be interesting to 
know how the government 
intends to solve this 
problem. 

Roy Denman* 

194B Avenue de Tervuren. 
1150 Brussels. 

Belgium 

From Jeanne de Daranyi 

Sir, My analysis of the 
apparent agreement between 
President Jacques Chirac 
and Lionel Jospin, the 
French prime minister, in 
attempting to promote Jean- 
Claude Trichet as governor 
of the European Central 
Bank (“Mr Trichet and the 
ECB", November 5) differs 


from yuui'S on I be fflfoivnir-r 
point. The prnmotuHs wutii>i 
ideal iv servo hath Iead«a>' 
purpose in that it rids (bom 
of a cumbersome ami nm- 
tranaii perftvtnmtsi ami 
disciplinarian. 

Sending Mr Trichet to 
Frankfurt would allow them 
to put a yes man at the head 
of the Bank of France. Mr 
Jospin could then manipu- 
late him to implement a 
more accommodating mone 
tary policy that would avoid 
having tuexplaut to tin* 
French people why they 
need to continue to .-iufler 
strict budgetary policies. 

This alliance centre nature 
cannot have esrapod the 
sharp eye. 

Jeanne de Daranyi. 

84 Barnsbury Road. 

London Nl 0ES, UK 


BoE rate rise seems driven by fear 


Prom Mr Ken Duckworth. 

Sir, The Bank of England 
is parochial and blinkered. 
In raising interest rates once 
again ("UK interest rates 
rise to five-year high of 725 
per cent”, November 7), it 
has emerged as an animat 
driven by fear and paranoia 
in the inflation battle 

The global market is more 
significant day by day and 
yet it seems to count little in 
the BoE equation. The mas- 
sive changes in. the curren- 
cies and stock markets, par- 


From Mr OJLA- Dowdtng. 

Sir, So, inflation has risen 
to its highest rate for nearly 
two years, and we are told 
that rising potato prices are 
to blame (“Inflation: Figures 
affect rate expectations”, 
November 12). 

How fortunate for the 
fanner that they have risen 
from the disas trous and 
most definitely uneconomic 
levels that they had fallen to 


ticularly of south-east Asia, 
will have an effect on the 
world economy. It is defla- 
tionary for commodity prices 
and furthermore their export 
prices win be lows* against 
our expensive pound. 

Alas for the BoE, the latest 
inflation figures were dealt a 
mighty Mow by the humble 
potato. When will higher UK 
interest rates influence the 
prices of potatoes, ail and 
rqmmnd i tje s? 

They will ensure higher 
manufacturing costs! dearer 


over the past two years. It is 
a shame that while the 
farmer suffered these lousy 
prices there wasn't even the 
satisfaction of kno w in g that 
we were giving the national 
economy a useful lift, even if 
ours was in the doldrums. 
Yet. once the tide turns a 
Tittle , on both counts, then 
there is a rush to blame the 
farmer. 

Given that the farmer has 


mortgages, increased wage 
demands and restrict 
investment 
Could it be that we are 
putting rates up just when 
we should be putting them 
down? Perhaps spaghetti 
tnstMrf of chips is the 
answer. 

Ken Duckworth, 
director, 

A. Dewa vrin. 

14 Mill Street, 

Bradford, 

West Yorkshire, UK 


been receiving as little as 10 
per cent of the retail price, 1 
am sure that readers of the 
Financial Times will be able 
to see where the price 
influences really exist 

OJLA. Dowdlng, 

Shepton Farms, 

Hill Farmhouse, 

Shepton Montague, 
Wincantozr, 

Somerset BAS 8JW, UK 


Mercedes 
moose way 
off course 

Prom Mr Alan Dotvnmg. 

Sir. With reference to the 
so-called moose test which 
upset Daimler-Benz t "Daim- 
ler halts A Class car delivery 
to modify chassis”. Novem- 
ber 12). swerving Swedish 
drivers are (almost always) 
eluding elk. Try to miss a 
loose moose and you'll run 
into a caribou. 

Alan Downing, 

19 rue Saint-Victor, 

1227 Carouge. 

Switzerland 

Prom Mr Christopher DhcoL 
Sir. So the much-vaunted 
little Mercedes-Benz keels 
over at tbe first sign of trou- 
ble. One wonders if that 
other grand German design, 
the single European cur- 
rency. will hold tbe road any 
better. 

Christopher Nicol. 

99 bd Carnot, 

06400 Cannes, France 


Hard time for the humble potato 



SLOAN MASTERS 


Management degrees from 
a world class business school 


FULL-TIIV1E MBA 


The London Business School MBA, taught ers from fifty-five countries, who contribute to this 


by some of the most eminent people in their fields, 
enjoys international recognition. As much 
emphasis is placed on personal as on academic 
development The programme attracts high adne v- 


cuhure of excellence. This is the MBA which gets 
results: a passport to your future success in the 
global business community. The programme lasts 
21 months and starts in October: 


SLOAN FELLOWSHIP MASTERS IN MANAGEMENT 


Sloan is a rigorous ten-month general manage- 
ment degree programme. It is designed for highly 
motivated, successful managers and professi on a ls 
with at least ten years' experience, who wish to take 
on the most senior and international positions in 


business and industry. You will have the opportuni- 
ty to explore die latest management thinking with 
first class faculty, and work with an international 
peer group, whose diversity is a key part of the Sloan 
philosophy. The programme begins in September: 
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W hat will endure 
after “Grey 
Monday** will 
not be the stock 
market crashes that hap- 
pened in Asia and all round 
the world that day, October 
27, 1397. The real stock mar- 
ket crisis - the one most 
likely to leave an enduring 
mark on the world economy 
- is in Tokyo. 

Japan's economy and 
stock market were hurting 
badly long before October 27. 
in depression for almost 
eight years now, the latest 
downturn dates back 16 
months. The risk is that 
Japan’s financial system has 
been mortally wounded by 
the falls of the past few 
weeks. The implications for 
the world economy could be 
huge if Japan’s investors 
have to cash in their foreign 


Tokyo is the 
real problem 

Recent market turmoil may 
have mortally wounded Japan’s 
economy, says Carl Weinberg 


Of course, stock markets 
and economies elsewhere 
have been traumatised as 
well. But Japan is stxD in a 
uniquely worrying situation. 
The economies of the Tigers- 
tumed-problem-chlldren 
may have averaged 7J9 per 
cent annual growth over the 
past decada They may suffer 
a recession now but the fell 
is from a high starting point, 
and will not wipe out the 
cumulative gains. 

This is not so in Japan. 
The Nikkei index lost 1,000 
points, or 6 per cent of its 
value, in the week of Octo- 
ber 27, and another 623 
points the following week. 
That has been calamitous 
enough- But these losses fol- 
lowed a fall of 3,500 points 
from June. From a high of 
22JS30 on June 28 1996, the 
Nikkei bad fallen 7,000 
points by the end of last 
week. A strong similarity 
between the present situa- 
tion and the trajectory of the 
1990-92 collapse of the Nikkei 
can be discerned. 

Why is the Nikkei declin- 
ing? Partly it Is the result of 
the falls in other Asian stock 
markets last month. This Is 
likely to have accounted for 
the first 1,000 points off tbe 
Nikkei since October 27. 
Another part of the explana- 
tion lies in worries that 
Japan’s financial system 
migh t fail. Such fears were 
probably responsible for tbe 
600 point drop daring the 
week of November 3 and the 
further declines last week. 

The worries about the 
health of the financial sys- 
tem have grown stronger 
with the bankruptcy of 
Sanyo Securities and the 
proposed restructuring at 
Y&maichi Securities. The 
“restructuring” at the Bank 
of Yokohama was said to 
have been implemented to 


improve the rate of return. 
But it is hard to think what 
the bank might invest in 
that would pay a higher 
return. It is more likely to be 
selling stocks to raise cash. 

These instances illustrate 
what we have come to learn 
since 1990 - bad news for 
Japan's flnarunai institutions 
prompts the liquidation of 
equities and a drop in tbe 
stock market 

This process feeds on itself 
to became a vicious spiral 
The key to the spiral is 
Japan’s unique institutional 
arrangement, which allows 
holders of equities to use 
them as collateral far bank 
lending. When the stock 
market rises, domestic credit 
rises with it. Huge rates of 
credit growth were observed 
through the 1980s as the Nik- 
kei climbed to its record 
high of 39,915 at the close of 
1989. This credit fuelled the 
economic growth and drove 
the Nikkei even higher, 
enabling even mare credit to 
be created. This benign cycle 
was an important factor in 
Japan’s growth in the 1980s. 

The cycle turned vicious 
after the 1990-92 stock mar- 
ket crash. Collapsing equity 
and land prices caused 
banks to cut credit lines, 
accelerating business fail- 
ures. These farther 
depressed the Nikkei, as col- 
lateral on loans to failed 
businesses was liquidated by 
lenders. Since the market 
bottom in August 1992, we 
can identify at least two full 
turns of the spiraL 

The implications 
for the world 
economy could 
be huge if 
Japanese 
investors have to 
cash in their 
foreign assets to 
stay liquid 


All the indications are that 
another turn is beginning 
now. Loan write-offs from 
bankruptcies are poshing at 
record highs each month. 
Sanyo Securities’ failure 
ensures November will be 
another bad month. Bank 
lending is contracting in 
absolute terms. The Nikkei 
is diving. 

For Japan's economy, this 
is grim. It has never grown 
without the lubrication of 
generous - some would say. 
feckless - credit expansion. 
But credit is contracting and 
there is little growth In the 
money supply. To borrow a 
phrase from Margaret 
Thatcher, the country is 
bound by a “monetary cor- 
set”. Britain’s Conservatives 
used a monetary corset to 
squeeze inflation out of the 
economy at the cost of a 
.deep recession in the early 
1980s. In Japan’s case, the 
government is also bound by 
a monetary corset, although 
not of politicians’ 
design. 

For now, Japan has no 
way of bursting out of its 
restraint- It has a balance 
sheet problem - asset values 
in the economy have been 
reduced to less than the 
credit extended against 
them. No amount of fiscal 
stimulus will make this bet- 
ter. 

Anyone who has ever stud- 
ied how a company works 
knows that getting an order 
does not assure the working 
capital to produce goods. 
This micro-economic prob- 
lem helps explain why Japan 
has not grown in the seven 
years since the destruction 
of wealth in the stock and 
property markets after the 
“bubble economy" burst, 
even though (at tbe macro- 
economic level) the country 
has had a fiscal stimulus 
worth $1 trillion . 

Monetary policy cannot 
help either. All the Bank of 
Japan can do is make the 
financial system more liquid 
by printing money, boosting 
reserve deposits. But banks 
will not therefore write more 
loans if borrowers’ collateral 
is disappearing. The process 
that multiplies the impact of 
reserve creation on the 


money supply does not work 
when banks do not write 
loans. So the corset remains 
tight. 

This is starting to have an 
effect on other economies. 
At the moment, the only 
untapped collateral base for 
Japan is its foreign assets. 
Japan has bought $1.3 tril- 
lion worth of foreign stocks 
and bonds over the past 
dozen years. The value of 
these holdings should be 
higher today. If people in 
Japan start to liquidate 
these holdings to raise cash, 
interest rates will rise every- 
where. Suddenly, the yen 
will gain in value against all 
currencies as locals convert 
proceeds of offshore liquida- 
tions into yen. 

Of course, the domestic 
counterpart to these transac- 
tions is that Japan's money 
supply will explode too. 
What would be terrible for 
the rest of the world might 
benefit Japan. We have 
already seen this process 
begin. Figures published last 
Thursday showed yen-based 
investors were net sellers of 
foreign stocks and bonds in 
September. In tbe same 
month a year earlier, they 
were net purchasers of for- 
eign securities. 

This is a dangerous situa- 
tion, worthy of concern for 
the Group of Seven largest 
economies. One way out 
would be for the Bank of 
Japan to create a domestic 
repo facility that would 
allow it to lend to individu- 
als and companies, as well 
as banks, in yen using for- 
eign bands as collateral. The 
Bank could assure G7 gov- 
ernments - and thus finan- 
cial markets - that bonds 
taken into this facility would 
never be sold. 

A domestic repo facility 
for foreign bonds would 
short-circuit three processes. 
Monetary creation would not 
be contingent on bank lend- 
ing. Foreign asset markets 
would not suffer a huge 
onsl aught of big sellers. For- 
eign exchange markets 
would uot be confronted 
with a rush of orders for yen 
purchases against sales of 
other currencies, mainly dol- 
lars. 

Something has to happen 
fast. The Nikkei has fallen 
through all plausible techni- 
cal support levels. This will 
lead to another turn of the 
vicious spiral very quickly. 
The economic health of the 
world may ride on tbe Nik- 
kei shock of 1997 long after 
we have forgotten which 
other Asian stock markets 
lost points on Grey Monday. 

The author is head of High 
Frequency Economics 
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Fast track 
fall-out 


Bill Clinton’s failure to win fast 
track trade negotiating author- 
ity last week would be a serious 
reverse at the best of times. But 
these are not the best of times. 
The defeat creates fresh uncer- 
tainties for the global economy, 
at a moment when its stability 
is being tested by the financial 
turmoil in emerging markets. 

The biggest cause for concern 
is not that the fast track debacle 
shows the US is turning protec- 
tionist The setback appears due 
much more to Mr Clinton’s 
inept handling of Congress and 
his failure to make a pers uasiv e 
case to the US public, which has 
seldom been more than luke- 
warm about trade deals. 

The more immediate worry is 
how governments elsewhere 
will react. While Mr Clinton was 
actively pursuing a liberalisa- 
tion agenda, there was psycho- 
logical pressure on other coun- 
tries not to take actions 
incompatible with it. The risk 
now is that their self ■restraint 
could be eroded by the percep- 
tion that a policy vacuum has 
developed in the US, weakening 
its capacity for leadership. 

Ominous 

One ominous sign is last 
week's tariff increase by Merco- 
sur. the South American cus- 
toms union. It is hard to imag- 
ine the move was not influenced 
by the belief that the US is now 
less committed to plans for a 
pan-American free trade area. 
As well as raising doubts about 
Mercosur members’ commit- 
ment to reform, the rise could 
tempt their neighbours to recip- 
rocate. setting off a creeping 
spiral of protectionism. 

To be sure, there are counter- 
forces at work. The most trou- 
bled Asian economies are highly 
export-oriented, and currency 
depreciation has sharpened 
their competitiveness. That 
should reduce their incentive - 
and need - to resort to large- 
scale protection. They also face 
pressure from the International 
Monetary Fund and World Bank 
to keep their markets open. 
Still, that has not stopped Thai- 
land. and Malaysia erecting 
some import barriers recently. 

The World Trade Organisa- 
tion's strengthened rules and 


disputes procedures ought to 
prevent this trend going too far. 
But there are two caveats. One 
is that many developing coun- 
tries have scope to raise tariffs 
substantially without breaching 
WTO ceilings. The other is that 
WTO rules are only as strong as 
members’ respect for them. 

Risk 

The most serious risk is of 
violation not by. developing 
economies but by industrialised 
ones — above all thw US an d 
European Union. There are 
already fears in Brussels that 
US abandonment of fast track 
will make it harder to preserve 
a political balance in the EU in 
favour of free trade. That is par- 
ticularly worrying, given the 
anger in parts of the EU at 
recent WTO rulings against its 
banana regime and ban cm hor- 
mone- treated beef. It is vital 
that the EU avoid this resent- 
ment spilling over into actions 
that jeopardise the WTO's 
authority. 

The best way to ensure the 
world trade system weathers 
the recant storms is to renew 
the impetus for liberalisation. 
WTO negotiations on liberali- 
sing financial services, due to 
conclude next month, offer a 
ready-made opportunity. Suc- 
cess would boost trade and send 
a powerful signal of inter- 
national support for open mar- 
kets. 

A deal depends on narrowing 
the gap between us insistence 
on action by advanced develop- 
ing countries and the latters’ 
willingness to move. Washing- 
ton has linked the WTO talks to 
the financial crisis in emerging 
economies, saying these coun- 
tries can hasten recovery and 
reassure investors by pledging 
bold liberalisation. The argu- 
ment is right - but it cuts both 
ways. Failure of the WTO talks 
would send an unsettling mes- 
sage to financial markets. The 
US could well suffer from any 
backlash, given its involvement 
in ball-outs in Asia and Wall 
Street’s vulnerability to torbu- 
lencetin the re£on. Washington 
needs to be careful not to set its 
demands in the WTO negotia- 
tions so high that it makes 
agreement impossible. 


Clear goals 
on Iraq 


When the US-led Gulf war 
alliance evicted Saddam. Hus- 
sein from Kuwait in 1991 it 
stopped short of removing the 
Iraqi despot from Baghdad. The 
ostensible reason for this was to 
stick to the UN mandate and 
hold this unique alliance 
together, the better to work on 
a new Middle East based on 
Arab-Israeli peace-making. 

More likely, the chance to 
eliminate Mr Saddam was not 
taken because - then as now - 
the west and its Arab all i es had 
one eye on Iran. Going for Bagh- 
dad would have meant “chang- 
ing sides", after backing Iraq in 
its 1980-88 war against Kho- 
meini’s Iran. Iran was perceived 
as the greater regional threat, 
Iraq was needed as a counter- 
weight. and the risk was that 
Iraq would fragment, giving 
birth to a pro-Iranian Shi 'a Mos- 
lem republic in southern Iraq. 

In any case, it was felt he 
would not long survive such a 
devastating defeat. But he has - 
and with part of his arsenal of 
chemical and biological weap- 
ons intact. Sanctions have 
inflicted misery on the Iraqi 
people while making little 
impact on the regime- Seven 
years on, the Gulf war consen- 
sus has started unravelling. 

Anti- American sentiment has 
grown throughout the Middle 
East, because the US is per- 
ceives to have allowed Israel to 
flout its international peace 
commitments to the Arabs. 
Washington’s “dual contain- 
ment" policy has muddled UN- 
endorsed sanctions against Iraq 
with its own unilateral sanc- 
tions against Iran - and against 
allies who do not follow them. 

Sanctions 

And the US has moved 
beyond the UN mandate on 
Iraq. Sanctions are supposed to 
be lifted once the UN certifies it 
has dismantled Saddam’s n un- 
conventional weapons. While 
the last UN report does high- 
light Iraqi obstruction, the US 
has made dear it believes sanc- 
tions should stay until Saddam 
goes. The Europeans mid Rus- 
sians complain this gives Mr 
Saddam no incentive to comply. 
Arab’ governments see no US 


attempt to try pressure on Israel 
to fulfil its undertakings, and 
fear an Islamist backlash. 

The US is also damaging its 
credibility, since Washington 
looks powerless to make the 
Iraqi dictator go. Indeed, Wash- 
ington’s Arab friends believe 
another round of token military 
action would strengthen Mr 
Saddam and further whip up 
hostility towards the Americans 
and their regional allies. 

Clarity 

What is needed now is clarity, 
explicit goals, explicit carrots, 
explicit sticks. First, the US 
should make clear that if Iraq 
complies with UN resolutions, 
sanctions will be lifted. The 
likelihood is that Mr Saddam 
will never comply. But only a 
clear statement of rewards and 
punishments can win broad 
backing. Second, the US and its 
allies should start thinking 
about an alternative govem- 
ment-ln-exile to Saddam, and 
design a programme to recon- 
struct Iraq around it. Iraq's 
exiled opposition is a rabble. 
But signalling good intent 
towards Iraq is more important 
than whether plausible alterna- 
tive leaders are available now. 

Third, any diplomatic con- 
tacts with Baghdad to resolve 
the crisis should have a time 
limit Time is needed to rebuild 
anted cohesion around cl Early 
defined goals. But the limit is 
needed to make dear to Mr Sad- 
dam that he can not win. 

Demonstrating the latter 
proposition is the difficult part 
How to target the Iraqi regime 
without inflicting further suffer- 
ing on the Iraqi people? Mr Sad- 
dam has herded civilian 
“human shields" into some of 
the obvious places to attack. 
Military strikes on his palaces, 
weapons installations and crack 
units might therefore kill 
unnumbered ordinary Iraqis. 
They would have to be carefully 
planned and executed, and 
phased over time. That would 
only be diplomatically possible 
if it is made dear that Mr Sad- 
dam has the alternative of ram- 
plying. and that if be does not. 
he will be pursued - indefi- 
nitely. 


COMMENT & ANALYSIS 


When might could be right 

Stefan Wagstyl looks at the fundamental changes sweeping 
through the world’s power engineering business 


T he process of consoli- 
dation itself seems to 
be getting bigger and 
heavier. Recently 
large accountancy 
fixms were in the spotlight. Now. 
consolidation has moved on to 
the real heavyweight league - 
power engineering, the business 
of building power stations cost- 
ing $ibn or more each. 

The planned takeover by Sie- 
mens of Germany of the non- 
nuclear power-equipment busi- 
ness of Westingfaouse of the US 
would mark the biggest consoli- 
dation In the power engineering 
industry since the 1980s. The 
demise of Westinghouse (founded 
in 1888) would represent the sec- 
ond famous name to be swal- 
lowed up in the past year, follow- 
ing the UK's Parsons (set up in 
1884 and also bought by Sie- 
mens). 

The proposed deal would have 
big implications. Far Siemens, it 
would help advance the group's 
planned international expansion. 
For 'Westinghouse, the disposal 
would clear the way for concen- 
tration on broadcasting. 

For the power engineering 
business as a whole, consolida- 
tion might possibly provide some 
respite from the cut-throat com- 
petition that has squeezed mar- 
gins In recent years. But fix- the 
companies’ customers, the elec- 
tricity suppliers, it raises fears of 
price rises and a reduced choice 
of equipment manu f a ct u rer 
Hence, the deal raises competi- 
tion questions. Only six big 
groups dominate the world power 
generation market, which is 
worth S50hn-plus a year. Siemens 
and Westinghouse apart, they are 
General Electric of the US, ABB, 
the Swiss -Swedish group, GEC- 
Alsthom, the Anglo-French joint 
venture, and Japan's Mitsubishi 
Heavy Industries. 

In the part of the business that 
has seen the greatest growth in 
recent years - building gas- 
powered turbines - the combina- 
tion of Siemens and Westing* 
house would almost equal the 
market leader, GE, in size (see 
graph). Within the US, the 
impact an competition would be 
greater since GE and Westing- 
house have a combined share of 
more than 70 per cent hi the 
other part of the business, steam 
turbines (which are used in coal 
and nuclear power plants), the 
effect on competition would be 
smaller. GEC Alsthom is a more 
powerful operator in this part of 
the business and producers in 
emerging countries, notably 
China, are developing steadily. 

All the same, the deal will need 
approval from the US competi- 
tion authorities. They have previ- 
ously signalled their concern 
about a potential oligopoly in 
power generation: in 1988 ABB 
was prevented from bnying 
Westtogbouse’s power generation 
business on competition grounds 

S iemens won control of 
Westinghouse 's conven- 
tional power-engineering 
businesses of GEC 

Alsthom, which put in a lower 
bid. Siemens originally bid for 
Westmgbouse's conventional and 
non-nuclear businesses, which 
the companies wanted to keep 
together on the grounds that syn- 
ergies exist between conventional 
and unclear engineering. But 
Westinghouse suddenly pulled 
the nuclear business out of the 
sale. “It was a surprise," says a 


Power generators: consolidation begins 
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- and Siemens today is a bigger 
company than ABB was then. 

"I have real concerns about the 
impact on competition," says 
Steve Thomas, of the Science Pol- 
icy Research Unit at Sussex Uni- 
versity. “The trouble is how can 
you have a fair contest far a con- 
tract when there will be so few 
bidders?" 

It is a valid question. But some 
sort of consolidation - or at least 
a substantial shake-up - has 
become unavoidable. 

Historically, power engineering 
was dominated by “national 
champions” in industrial coun- 
tries. The big contracts tended to 
be in those markets and custom- 
ers were usually monopoly utility 
companies. Relations between 
public-sector utilities and the lag 
power engineers were often cosy. 

Several trends have conspired 
to change this pattern. In rich 
countries, the privatisation of 
power companies and the 
advance of energy deregulation 
has broken the cosy links. As 
developing economies have 
grown, more and mare contracts 
to build power stations have 
ramp in emerg in g markets. And 
in those countries, orders 
increasingly come not from gov- 
ernments but from independent 


power producers with a sharp 
eye on prices. 

The result has been two waves 
of consolidation. The earlier one 
took place in the 1980s: GEC Als- 
thorn was formed as a joint ven- 
ture between General Electric 
Company of the UK and France’s 
Alcatel; ABB was created from a 
merger of Sweden's Asea and 
Brown Bo vert of Switzerland. 
Buoyed by growing demand, 
esperfally from east Asia, the 
industry then looked forward 
confidently to the 1990s. But 
though sales rose, profits were 
squeezed by unprecedented com- 
petition. 

E quipment suppliers 
responded with suc- 
cessive rounds of cost 
cuts. In the 1990s Sie- 
mens has shed some 
5,000 of its 25.000 power engineer- 
ing jobs, mostly in Europe. The 
pressures forced some smaller 
companies into the arms of big- 
ger groups, notably Italy’s Nuovo 
Pignone which was bought by 
GE. But with all equipment sup- 
pliers under the same competi- 
tive pressures, none were able to 
increase profit margins m uch. 

Among the big six, most at 
least continued to make some 


profits. Westinghouse was not 
among them. It suffered losses, 
including 5183m (£l08m) after 
rationalisation charges last year. 

That left it vulnerable. Since 
1995, the company has had a new 
chief executive, Michael Jordan, 
who came from Coca-Cola. He 
has acquired CBS and a string of 
other broadcasting businesses, 
leaving the manufacturing inter- 
ests out on a limb. Mr Jordan's 
stated aim has been to spin off 
the manufacturing businesses as 
a separate company but it was an 
open secret that individual divi- 
sions have been for sale. 

Hence the proposed sale to Sie- 
mens. If it goes ahead what 
might be the impact on the rest 
of the industry? 

Siemens would have to decide 
whether to keep Rolls-Royce and 
Mitsubishi as technology part- 
ners. when it has its own gas 
turbines from Westinghouse. So 
those companies would be 
affected. So would GE. which 
would face competition from a 
large rival in the US. 

But the company most affected 
could be GEC Alsthom. now the 
smallest of the big producers (it 
has had power generation sales 
in the year to March of just 
$3bnk The company is strong in 


How they fit together 


Siemens executive. Westinghouse 
was apparently responding to US 
government worries about the 
sale of US nuclear know-how to a 
foreigner. So, what happens to 
the nuclear parts now? If the pro- 
hibition stands, it would seem to 
rule out other overseas purchas- 
ers. including Framatome, the 
French state-owned company 
which has close informal links 


with GEC Alsthom. With GE also 
unable to bid for antitrust rea- 
sons (it is big in nuclear power 
engineering), a spin-off or a man- 
agement buy-out would seem the 
only alternatives. 

And for the conventional busi- 
nesses? For Siemens, Westing- 
house's conventional power 
industry will help open up the 
North American market just 


when the US is liberalising 
energy markets, creating oppor- 
tunities to seD gas-fired plants. 
There is also a good match in 
international businesses, with 
Westinghouse strong in the 
Americas and China, and Sie- 
mens in Europe and India. 

Adding Siemens's power gener- 
ation turnover of $5.9bn last year 
to Westmgbouse's $2.2 bn will ere- 


the UK and France. It has some 
key overseas markets such as 
China and is preparing to float 
on the stock market, possibly 
next year. But it has weaknesses. 
It depends for gas technology on 
GE. It has been less aggressive 
than others in payroll cuts, par- 
ticularly in France. It suffers 
from something of a split iden- 
tity. with its Anglo-FTench com- 
ponent parts not folly integrated. 

Pierre Bilger, GEC Alsthom 
president, is trying to bring 
greater coherence to the group 
and to cut costs. But with bigger 
rivals further down the same 
road, it will be hard. GEC Als- 
thom's near-monopoly in France 
could one day prove attractive to 
a bidder, though a foreigner 
would be likely to face big hur- 
dles in buying a group so closely 
identified with French industrial 
prowess. But that is for the 
future. At the moment, assuming 
the deal goes ahead, the consoli- 
dation of the power busmess will 
have taken a big step forward. 
The bigger producers can plan 
with a little more confidence. The 
smaller companies must keep 
looking over their shoulders. And 
customers will have to read the 
fine print on their contracts even 
more carefully. 


ated a combined turnover of 
58.1bn, leap-frogging GE with 
$7.3bn. but still behind ABB with 
$9.7bn (these figures are not 
strictly comparable since GE 
buys in some components that 
Siemens and ABB make 
in-house). The acquisition would 
also create scope for cost-cutting 
at Siemens /Westinghouse. which 
would together employ 20.000 
staff in conventional power. 
12,000 from Siemens' conven- 
tional business and 8,000 from 
Westingbouse. 


BSERV E R 


Geronzi does 
liis sums 

The .Roman way of wishing . 

! .“in boccaal taper -is 

: hard to translate buthas - 
something to do with wolves. 
'Banca ill Romachairman Cesare 

Geronziinust be hoping for a 
pqck of the hungry beasts as he 
steers the bank through a vital 
cajH^hicrHise: 

.- -Some bank watchers reckon 
'.that Geronzi has already enjoyed 
his share of good fortune. The 
Rom&based institution was - 
created five years ago from the 
merger of three weak public . 
sector banks ia central Italy; 
sflver-haired and smooth-talking, 
Geronzi is the figurehead of a ■ . 
group that owes as much to 
politics as financial logjc.- 
. - The 62-year-old got noticed in 
.tife early 1980s as general 
manager.ofCassadiBisparinio . 
di Roma, the rhureh -d ominat ed 
savings bank. Before that he 
served 20 years In the central 
bank and suffered a two-year . 
blooding as deputy general 
manager at Banco di Napoli. 

Gerona rfantw that Banca di 
Roma has helped preserve the 
stability of the banking astern 
by taking on the distressed 
Banca Nhztaoale deH’Agricoltura 
and Banca Meditecranea. But 
keeping old 'central hank friends 
happy hasn’t been without 

fhwnrifll pflTn PgthapS 


has forgotten the disdain he 
expressed for th© non-profit " 
philosophy when he took the. .* 
reins at Rome's Cassaajl those, 
years ago. A 

fip mnri k flnngrial hy liring a - 
nan-graduate ragiomere r an 

accountant - to Itaiys.banktog 
world where prafessori mid 
dottori rule the roost. 

. Shareholders will be hoping that 
the figures stack up in future. 


Water fall 

M Jolm Ctatfreund Is making a 
return, of sorts, to Wail Street 
But Urn former chairman of 
Salomon, who resigned over the • 
Treasury bond rigging scandal 
-that rocked the investment bank 
sir years ago, emasdeeply - 
sceptical about the way the 
Street works these -days. 

AquaPenn Spring Water, a 
bottled water company of which 
Gutfreund has been a director- 
for two years, is m tbe throes of • . 
an initial public offering -.heU 
treble the money he put into, it if 
aH goes as planned, 

Gutfreund hasn't much, good 
to say about his old stomping 
ground He believes that' Wall 
Street's top executives are , 
paying themselves for too ranch 
these days and, for good . ■ 
measure, attacks the giant 
corporations that have bought 
Wall Street investment banks for 
lacking the appetite for the 
trading risks on which the 


c£ the finsnrfai markets 
depends. Its not dear whether 
he’s having a dig at Travelers, 
the financial services group that 
te about to buy his ahna mater. 


Springer board 

W- JUrgen Richter's premature 
departure as chairman of Axel 
Springer, after rows about his 
ittflrmgpmgnt style, raises 
. interesting questions about who 
is really in charge of the German 

• p w hlisKtog - gian t ■ 

There’s no doubt that Leo 
Kirch, the southern German 
media mogul who holds at least 
3S per cent of Springer, isn’t a 
negligible force, but tbe real 
power seems to lie with Fried® 
Springer, widow of Axel, the 
•riefot-wing media magnate who 
died in 1995. 

The self-effacing Friede, who 
wasoncenannyto Axel's 
children, has worked since 
Axel*B death to secure her late 
husband's legacy, placating the 
children produced by his various 
marriages and ensuring that the 
family foundation retains * 
majority control of the company. 

Earlier this year Richter - 
who didn't like the company’s 
image as the political poodle of 
- Chancellor Helmut Kohl’s 
Christian Democrats - sought to 
remove Kat Dtekmann. former 
political editor of Germany's 
biggest selling daily and one of 
Kohl’s favourite journalists. 


Opinion polls are showing 
lacklustre support for the 
Chancellor, so Richter's 
departure will probably be well 
received in Bonn. Having 
Springer back on board could be 
a welcome boost for Kohl ahead 
of next year's elections. 


Lunch to go 

■ After 15 assassination 
attempts in 30 years, you can 
hardly blame Togo’s president. 
General Gnassingb£ Eyadema, 
for being picky about his food - 
he doesn't go anywhere without 
has personal chef, who carries 
suitcases full of the general’s 
favourite nosb. 

Fix- tbe francophone summit 
which ended in Hanoi yesterday, 
the veteran military strongman 
checked Into tbe French 
colonial-style Metropole Hotel 
only after it promised 2 cubic 
metres of refrigerator space for 
his three-day stay. For extra 
safety, be had hfe food cooked 
across the road at the swanky 
Press Club, where three huge 
bodyguards supervised the 
preparation of emu meat and 
other delicacies. 

Presidential aides who opted 
to dine at the dub ran into a 
little difficulty when It came to 
settling tbe bill and had to be 
bailed oat by no less a figure 
than the Togolese minister of 
finance, who dropped round to 
hand over S8DOO in cash. 


100 years ago 

N. Borneo Station Attacked 
Labuan, 15th Nov. Tbe attack 
on Am bong by Mat Salleh. 
reported here yesterday, was 
made at four o'clock on 
Saturday morning. Messrs 
Ormesby and Wathrin. two of 
the North Borneo company’s 
officers, with three Sikh 
police, kept upwards of 50 
rebels at bay for an hour. 
Their ammunition then 
became exhausted, and they 
retired into the jungle clad 
only in their night clothes. 
The rebels, however, had 
become disheartened by tbe 
resistance they had 
encountered, and alter 
burning tbe Residency, . 
withdrew into the hlris 
without attacking the 
treasury. 

50 years ago 

A New Service 

The publication to-day, in the 
Financial Times, of dividends 
and yields on the several 
hundred industrial securities 
which appear daily on the 
back page of this newspaper 
is a new departure in the field 
of financial journalism. Yields 
provide a rough-and-ready 
common denominator for 
Stock Exchange prices, and 
have become one of the prime 
influences in establishing 
share values. As such, they 
are indispensable to toilers in 
the investment field. 
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US seeks allies over 
mounting Iraq crisis 


By Bruce Clark in Washington, 
Judy Dempsey In Doha, and 
Mark Hifoand In Cairo 

The US said yesterday it was 
seeking the help of Russia. 
France and Washington's Arab 
allies in a bid to And a diplo- 
matic solution to the crisis 
with Iraq. 

“Our hope, our emphasis at 
this point is on diplomacy, on 
trying to get [Iraqi president 
Saddam Hussein] to reverse 
000156," said Sandy Berger, US 
national security adviser. 

He added that “we can talk 
lifting sanctions” in the 
unlikely event of Baghdad 
complying with United 
Nations resolutions aimed at 
dismantling its weapons Of 
n y»)s destruction. 

The reference to lifting sanc- 
tions, though couched in 
strictly hypothetical terms, 
marked a change of tone by 
the US ariTninis tr a timv which 
has argued in the past that 
sanctions should remain in 
force as long as President Sad- 
dam was still in power. 

Tony Blair 
defends role 
over FI 

Continued from Page 1 

making the public apology 
which had been signalled by 
his colleagues over the week- 
end. i 

It was not wrong “to have 
accepted money from Mr 
Ecclestone" nor to have 
granted the sponsorship 
exemption to Formula One, he 
said an the BBC programme. 

He also defended meeting Mr 
Ecclestone on October 16, 
before the decision on the 
sponsorship issue was made 
“It would be bizarre if some- 
one was in a worse position as 
having donated to the Labour 
Party than a better one,” he 
said. 

But he was “sorry" for fail- 
ing to realise at an early stage 
that the publication in “dribs 
and drabs" of the facts of 
Labour’s relationship with Mr 
Ecclestone would fuel allega- 
tions of sleaze. 

He also took the rare step of I 
publishing notes made by gov- 
ernment officials of his meet- 
ing with Mr Ecclestone. These 
made no reference to Mr 
Ecclestone’s donation but they 
record Mr Ecclestone telling 
the prime minis ter that he had 
also met Helmut Kohl, chan- 
cellor of Germany, and 
Romano Prodi. prime minister 
of Italy. Mr Ecclestone claimed 
they both agreed that a ban on 
tobacco sponsorship of For- 
mula One was “Impractical.” 

Members of the opposition 
Conservative party said Mr 
Blair's account did not satisfy 
them and called for the prime 
minister to be “cross-exam- 
ined” on the matter in the 
House of Commons. 


At the same time, Iraq 
showed signs of willingness to 
negotiate when Tariq Aziz, the 
country's deputy prime minis- 
ter. said in an interview made 
public yesterday that Baghdad 
would let US arms monitors 
back into Iraq if the five per- 
manent Security Council mem- 
bers each had equal represen- 
tation on UN inspection teams. 

“We ask the Security Coun- 
cil to create a committee of 
experts whose impartiality was 
not in question," Mr Aziz told 
the French newspaper Le Fig- 
aro. “If this formula were 
accepted, we would have no 
objection to the return of the 
American inspectors whom we 
have expelled." 

In Washington Mr Berger 
and other US officials stressed 
that military options were not 
being excluded, and that Presi- 
dent Saddam could not be sure 
of avoiding US aerial bombard- 
ment through the use of civil- 
ians as “human shields”. 

Madeleine Albright, US sec- 
retary of state, said Washing- 
ton was still determined to 


achieve a diplomatic solution 
but warned Iraq it would 
“never again threaten its 
neighbours or the world with 
weapons of mass destruction". 

Speaking at the opening of 
the fourth Middle East and 
North Africa (Mena) economic 
conference, Mrs Albright sakU 
“When the Gulf War ended six 
years ago, the world spelled 
out in United Nations Security 
Council resolutions what Iraq 
had to do to return to the fam- 
ily of nations . . . Unfortunately 
instead of meeting these 
requirements, for six years 
Saddam Hussein has lied, 
delayed, obstructed and tried 
to deceive." 

The UN last week withdrew 
arms inspectors from Iraq, 
rather than allow Baghdad to 
expel the US members of the 
team. The UN has said it will 
resume flights of American U2 
spy planes in the next few 
days, and Iraq has said it will 
try to shoot them down. 

Mena conference. Page 5, 

Editorial Comment Page 13 


Las Vegas host to 
200,000 delegates 
at computer fair 


By Pfichotas Denton 
in Las Vegas 

Las Vegas, glitzy gaming 
capital of the US. this week 
becomes the showcase for the 
computer industry’s gamhia on 
a generation of affordable and 
user-friendly machines retafl- 
j tag for less than $1,000 each. 

Some 200,000 industry repre- 
sentatives have converged on 
the city fra: Comdex, the large 
trade show which often sets 
the agenda for the computer 
I and consumer electronics 
industries. 

The trade fair is excellent 
business for Las Vegas hotels 
and restaurants, but there was 
little evidence yesterday that 
the city’s casinos would bene- 
fit from the week-long pres- 
ence of the computer experts. 
The laptoptottog visi tors are 
notorious for preferring view- 
ings of the latest techno- 
gadgets to the various tempta- 
tions of the big gaming houses. 

The gadgets this year will 
focus mainly on helping the 
industry break through to 
technophobic and price- 
conscious consumers in an 
attempt to overcome the 
apparent saturation of the 
market for personal comput- 
ers. 

The new machines range 
from desktop PCs and note- 
book computers to television 
sets able to access the internet 

The computer industry's 
growing emphasis on the mass 
market comes amid evidence 
that penetration of PCs is stag- 


nating at little more than 40 
per cent of US households. 
Upgrades by existing users 
account for most purchases. 

AH safa»« growth is coming 
from computers costing less 
than $1,000, which captured 89 
per cent of retail sales in 
August, according to Com- 
puter Intelligence, a research 
company associated with 
Comdex. 

The shift down market will 
add to the pressure on an 
Industry contending with a 
slowdown in demand from 
Asia, formerly its most buoy- 
ant regional raarkat- 

Microsoft, the world’s largest 
software group, and BQl Gates, 
its chairman, will be at the 
centre of debate at Comdex. 

The big issue is Microsoft’s 
dominance over operating sys- 
tem software for PCs, which 
has helped it in its battle with 
rival Netscape for control of 
the browser software through 
which uses gain access to the 
internet. Microsoft’s aggres- 
sive marketing tactics are the 
object of a recent lawsuit by 
the Department of Justice as 
well as criticism from competi- 
tors and consumer advocates. 

Bill Gates maintains that a 
ubiquitous operating system 
such as Windows is in the 
interests of consumers. 

PC makers are expected to 
respond to Compaq's 

annmm«»iTii>nt fliia month t ha t 

it would sell a basic computer 
in its Presario line for $799, the 
lowest price charged by a large 
manufa c ture r. 


Burgundy 
bidders 
signal leap 
in prices of 
1997 wines 


By Andrew Jack 
in Beaune, France 

A small medieval town at the 
centre of France's burgundy 
wine region yesterday sent a 
signal to the rest of the world 
that prices fear the 1997 vin- 
tage are set to leap. 

Bidders at Beaune's annual 
charity wine auction were pre- 
pared to pay an average of 47 
per cent more for the wine 
compared with the 1996 sale. 

The Hospices de Beaune - 
the local charity hospital - 
has been producing highly- 
regarded wine since at least 
the late 1400s, and the sale 
remains o n e of the first and 
most influential signals of 
international interest in the 
region's wine. 

Day-to-day funding of the 
hospital is now the responsi- 
bility of tire French state but 
the more than FFr20m 
CKL45m) raised by the auction 
still go to the hospice, retire- 
ment homes and hospitaL 

Patients also benefit by 
I having wine reserved for them 
to drink during their 
convalescence. 

Yesterday's price rises 
reflected a smaller quantity of 
red wine produced this year. 
Experts insisted that the qual- 
ity ranged from good to 
excellent. 

Bat some buyers expressed 
concern that a sharp rise in 
prices would give the region's 
wine a reputation for being 
too expensive, and lead to a 
slump in the future which 
would hit local producers. 

More cons or tia were buying 
tiie wine yesterday, with a sig- 
nificant number of leading 
supermarkets and foreign 
groups among the buyers, 
including Coca-Cola Japan. 

P iea re- ge nry Gagay, head of 
the Beaune Wine Traders 
Association, said burgundy 
producers would stand up to 
a t t e mp t s to change the taste 
of the wine to reflect the pres- 
sure from American buyers — 
a trend he claimed had 
affected the rival Bordeaux 
region. 

The auction, which began in 
its current form in 1859, Is 
conducted by candle, with new 
bids accepted until a short 
wick burns ouL 

The wine sold yes te r da y has 
been harvested fid s autumn, 
but must still be treated 
within the region over the 
coming mouths before it can 
be bottled and sent on to its 
buyers. 

Increases in the price of 
Hospices de Beaune wine since 
a slump in 1991 have encour- 
aged the administrators of the 
hospice’s 62 hectares of vine- 
yards to raise the basic salary 
for its agricultural workfis. 

However, a profit-share 
scheme, based on the price 
realised by their wine, has 
been sharply cut 


FT WEATHER GUIDE 


Europe today 

Norway win be cloudy with rain, 
which win fan aa snow over the 
mountains. The remaining parts of 
Scandinavia wifl be mostly dry with 
sunny spells. The Low Countries, 
Germany, Austria and Switzer! and 
win be dry wfth a lot of cloud, but 
some sunny freaks. France will be 
generally cloudy, with rain over the 
Brest peninsula. 

Portugal will be cloudy and wet 
Western Spain wfll have some rein, 
but the eastern part of the country 
wifl be dry. 

The remainder of the Mediterranean 
wiU have sunshine and showers. 
Eastern Europe will be mainly dry 
with sunny spells. 

Flwp-day forecast 

Norway will be cloudy with rain. 
Remaining parts of Scandinavia will 
be dry with some sunny spefts. 

There wfll be a tot of cloud across 
central and western Europe, but It 
win be mainly dry. 

Portugal win be wet, but the rest of 
foe Mediterranean wiB have a mix of 
sunshine and showers. 

TonoY* mHKnmi 
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Abu Dhabi 

Accra 
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Amsterdam 
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Bangkok 
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Maximum 

Celsius 

Sun 27 
Thunder 32 
Pair 22 
Cloudy 6 
Fair 14 
Sun 12 
Fair 27 
Cloudy 14 
Shower 32 
Fair 19 
Sun 9 


Belfast 
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Chicago 
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Glasgow 
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Cologne 
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Berlin 

Fair 5 
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Hong Kong 
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Istanbul 
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Shower 5 
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Cairo 
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Fair 25 
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Edinburgh 
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Frankfurt 
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Cloudy 8 
Fair 9 
Fair 21 


Glasgow Rain 13 

Hamburg Fair 7 

HaMnM Fair 1 

Hoag Kong Fafc-22 
Honolulu Fair 29 

Istanbul Rain 12 

Jakarta Shower 33 

Jersey Cloudy 15 

Joharineatjurg Fair 26 
Karachi Sun 31 

Kuwait TTaaider 25 

L Angeles Sun 22 


Manchester Cloudy 14 
Manila Fafe-29 
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No other airline fiica to more 
around the world. 
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Mexico City Cloudy 20 

Miami Fak 24 
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Montreal Snow -2 
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Naples Fair 15 

Nsmou Cloudy 28 

New York Sun 6 
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Oslo Drasd 2 
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Perth Fak 28 

Prague Fak 4 

Rangoon Thunder 34 
Reykjavik Fak 3 

Rio Fak 29 


Madeira Shower 24 

Madrid Cloudy 17 

Maforea Fak 21 

Malta Shower 19 


Rome 
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Seoul 

Sngapara 
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Strasbourg 
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Tokyo 
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Vancouver 
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Vienna 

Warsaw 

Washington 

Woffington 

Winnipeg 

Zurich 
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Fak 18 
Shower 9 
Fair 32 
Fak 5 
Cloudy 8 
Fak 21 
Fak 23 
Fak 25 
Shower 22 
Ur 3 
Rffiti B 
Fak 13 
Fak 8 
Fak 4 

Sun 5 
Show 18 
Fair -3 

Cloudy 7 



THE LEX COLUMN 

Japanese jitters 


Yamaichi has begun to recognise it 
has a problem. But the Japanese 
broker's acknowledgment thet it is 
considering deep job cuts still looks 
too Utile, too late. For a start, the 
cuts - if. in d eed. YanadcM shifts 
from contemplating to — are 

likely to be spread over several 
years. The weakest of Japan’s big 
four brokers seems to be finding it 
impossible to ™kp money even In 
Tokyo’s current harsh trading envi- 
ronment. Following Japan’s Big 
Bang next year, it could be even 
harder: commissions will shrink 
and foreigners, who are already 
malting inroads, seem set to steal 
market share. 

More importantly, Yamalchi has 
so far done nothing to restore confi- 
dence In its credit-worthiness. With 
Moody’s saying earlier this month 
that it was considering downgrad- 
ing its debt to what would be junk- 
bond status, YamaSchi ni *g ris to take 
swift action. Brokers are not like 
industrial groups that can happily 
live with poor credit ratings. If 
doubts about their credit-worthi- 
ness emerge, they not only suffer 
higher borrowing costs; worried 
counterparties may even refuse to 
do business with them. 

Yamalchi probably needs a capi- 
tal infusion. The question is who 
will provide It Members of Its fcexr- 
etsu, like Fuji Bank, would be the 
traditional solution. But they are 
not exactly in the best financial 
Shape themselves. Hence the idea 
rintng the rounds of a foreign take- 
over. The oncoin-a-Iifetime chance 
to acquire one of Japan’s big four - 
with its huge corporate client list 
and retail network - at what is now 
a knock-down price certainly has 
appeal. The sn« g is that any bu yer 
would also be aymming an uncom- 
petitive cost base and, hence, would 
j presumably want the green light to 
| cut it mare rapidly than now envis- 
aged. That would be revolutionary 
in Japan. But these are times when 
| radical action could be in order. 

European rates 

I Far years Europeans have had to 
endure US cr owin g about the joys 
of a goldilocks economy. But now 
they may be able to savour the plea- 
sure of a “not too hot, not too cold” 
recovery themselves - at least if 
Harm Tietmayer, Bundesbank presi- 
dent, is to be believed. 

Growth forecasts are picking up 
across the continent, yet he is 
stressing that the putative euro 
interest rate should be at the lower 
end of the spectrum of rates of 


3-month iritsrfaBfli rina. 
i2— s : — 
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countries qualifying for economic 
and monetary union. This shows 
confidence that the euro-zone will 
enjoy low inflation, even when 
grow t h picks up. 

Mr Tietmeyer’s aim was clearly to 
warn markets not to get too bearish 
about the outlook for European 
interest rates. Until a retreat at the 
end of last week, futures contracts 
were discounting German short 
rates rising above 5 per cent by 
January 1999. This is excellent news 
for European asset markets, not 
least because It wiB take the steam 
out of the D-Mark, which has rallied 
sharply recently. The strength of 
European equities this year has 
been fuelled by the relative weak- 
ness of tiie D-Mark. 

As ever with Mr Tletmeyer, there 
was a sting In the tall. By stressing 
that the euro rate would be set by a 
core grou p of countries with a long 
record of anti-inflationary zeal - 
France, the Netherlands and Aus- 
tria as well as Germany — the impli- 
cation was that others like Italy 
would have to lump It or leave it 
That said, with the Italian state 
heavily weighed down by debt. It is 
hardly likely to complain at the 
prospect affawer rates. 

British Steel 

With profits under pressure from 
the strong pound, British Steel 
looks tempted to buy Preussag 
StahL As a bit of empire-building, 
one can see the attractions: acquir- 
ing Preussag Stahl, which its parent 
has indicated it wants to sen, would 
put the British group second rally to 
KruppfThyssen in the German steel 
market The tuning is good too. 
With virtually the whole European 
steel sector now in private hands, 
moves are under way to eliminate 
overcapacity. The recent spate of 
mergers - Kn^p/Thyssen, Arbed/ 


CSI and HoosovensBoW 
British Steel will need to move 
to pick the rip«t fruit. Th ®”‘ “JT 
also fete industrial grounds for bu>- 
Stahl: a strong P£S- 
pnce i n the beams market, 
improved technology and lower 
transport costs. 

However, tho disadvantages are 

nmre persuasive. Not 
the cultural gulf between the two 
managements be wide: relations 
between British Steel, a renowwl 
cost-cutter, and I.G. Metall. the tier- 
man metalworkers' union, would be 
extremely strained. To judge from 
its strident opposition even to talks 
between British Steel and fTrussag. 
this merger would be no different 
from previous steel mergers which 
were approved only after deals u tw 
struck to limit job cuts. Unless Brit- 
ish Steel con pick up Preussag Stahl 
on the cheap - unlikely as VA 
StahL for one, will also be inter- 
ested - it should resist the tempta- 
tion. 

US banks 

Can the big US banks really 
escape the emerging markets tur- 
moil? Investors seem to think so. 
When Chase Manhattan announced 
a Bate loss from its Aslan and 
FfP tiw American trading activities 
last week, its shares actually ended 
the day higher. Most Wall Street 
analysts dismissed Chase’s prob- 
lems as a little, local difficulty that ; 
would not affect earnings beyond a 
single quarter. 

In the very short term, this may j 
just be so. But if economic growth 1 
In th os e regions continues to deteri- 
orate, deteriorating credit quality 
will lead to rising bad debts. Last 
year. Chase had 15 per cent of Its 
assets in Asia and Latin America 
and made 12 per cent of its profits 
there. For Citicorp, the figures were 
50 per cent and 42 per cent, respec- 
tively, and JP Morgan. Bankers 
Trust and BankAmerica all have 
si gnifican t exposures. 

In the context of their overall 
business, any such loan losses are 
likely to be small. Moreover, the 
long economic expansion has left 
US banks with healthy reserves and 
capital ratios. But it is a timely 
reminder that lending is a risky as 
well as a cyclical business. And 
expectations of strong growth from 
emerging markets, which is under- 
pinning prospects for Citicorp and 
its fellows, will have to be scaled 
back. With most banks at histori- 
cally high valuations, there is 
plenty of scope for disappointment. 
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Future 


The future's bright for Wifl and Toby - their Merseyside is growing 
fast as today's Investor wake up to their potential. 

Maritime traders or space game designers - there's greater choice 
than ever before to offer the children of today’s Merseyside. During 
the 90‘s we’ve Invested over £2 bftflon to create a business btvF 
mrwnertt that develops choice- and new companies. 

As wai and Toby grow, so wiU these companies. But one thing wiB 
stay the same - the need for an articulate, quick- wined 
multi lingual, and adaptable w orkforc e that Merseyside provides. 
That's you, boys. It's your futurel 

T 'here’s a great deal on Merseyside. 
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The economy is vibrant, enthusiasm for 
Emu is widespread and the banking sector, 
reports David White, is facing further 
consolidation with confidence 

Optimism reigns 
throughout Spain 


c - 


Spain now finds itself in 
better economic mettle than 
anybody might reasonably 
have expected even a year 
ago. Invigorated by the pros* 
pect of inclusion in the first 
group of European single- 
currency countries, busi- 
nesses and consumers have 
been showing increasing 
confidence. 

Growth, aided by 
improved conditions in 
Spain's main export mar- 
kets, is exceeding expecta- 
tions. Spain is now reaching 
the high part of its economic 
cycle, distinguished from its 
northern continental neigh- 
bours fay the fact that the 
recovery has now clearly 
spread to households. 

For the first time since 
Spain rejoined the fold of 
democratic nations two 
decades ago it is enjoying a 
combination of growth above 
the European Union average, 
inflation close to the EU 
norm and a surplus on the 
current account of Its bal- 
ance of payments. 

By luck or judgement, the 
centre-right government of 
Jos£ Marfa Aznar. without 
exciting great popular enthu- 
siasm. has succeeded in gen- 
erating an aura of economic 
and political stability. This 
seemed difficult when it took 
office 18 months ago. after a 
shaky debut in which it had 
to make large concessions to 
regional parties to compen- 
sate for having fallen disap- 
pointingly short of a parlia- 
mentary majonty. 

Its hold on power still 
hangs on the goodwill of Cat- 
alan nationalists, willing to 
support it but not partake in 
a coalition. Mr Aznar would 
like to complete his first 


term, which ends in 2000, 
bat before that he fares a 
log-jam of other important 
elections, starting next year 
- the Basque country in the 
autumn, then local, re gional 
and European elections the 
following spring Catalo- 
nia, in theory, in late 1999. 
The latter could well be 
brought forward, forcing the 
government to think in 
terms of possibly having to 
call an early general elec- 
tion. 

There is. however, no 
question about the Ca talans ' 
support for the new budget 
still on its way through par- 
liament Two years ago, the 
Catalans refused to support 
the budget thereby pulling 
the plug on the Socialist gov- 
ernment. Nobody expects 
them to do that now. The 
Catalan party has backed 
the Aznar administration in 
its efforts to comply with 
Emu, liberalise the economy. 
In everything from tele- 
phones to funeral parlours, 
and to step op privatisation, 
which this year alone is 
expected to yield some 
$15bn. 

The annual economic 
growth rate, by the Bank of 
Spain's estimate, accelerated 
to 3^ per cent in the third 
quarter, compared with 2.3 
per cent at the same stage 
last year, and ahead of the 
government's original ambi- 
tions for 1997. The economy 
ministry, always more bull- 
ish, thinks it may have been 
3J> per cent. 

The momentum is expec- 
ted to continue at least 
through next year. Con- 
sumer spending is showing 
clear, although still uneven, 
signs of a long-awaited 


pick-up, expanding at' 
around 3 per cent, compared 
with 1.9 pa- cent last year. 

At the same time, and 
unexpectedly, exports have 
kept growing at a faster rate 
than imports. With record 
tourism earnings, Spain’s 
current account balance 
showed a sharply increased 
surplus for the first eight 
months. Official currency 
and gold reserves, at more 
than S72bn. are close to the 
highest ever level and one of 
the most comfortable among 
developed nations. 

Taking advantage of the 
extra tax revenues produced 
by higher growth and the 
lower debt charges resulting 
from failing interest rates, 
the government has 
indulged in a mildly expan- 
sionary budget for 1998. The 
Rank of Spain would rather 
it bad kept the money to 
reduce its deficit further but 
this would have been politi- 
cally difficult after a year of 
austerity measures which 
included freezing public sec- 
tor pay. In any case, even 
with big expenditure rises in 
health and education, the 
government foresees a lower 
1996 deficit of 2.4 per cent of 
gross domestic product For 
this year, it now believes the 
outturn may be 2J per cent 
or less, below the qualifica- 
tion target set for monetary 
union. Even optimists had 
expected it to come slightly 
above. 

Spain is now increasingly 
in unison with economic 
trends in Germany and 
France, its future Trmtn euro 
partners and the countries 
with which it does a third of 
all its trade. Its inflati on rate 
has come into line with the 



European mainstream after 
a sharp adjustment this 
spring - a fluke phenome- 
non caused by food prices, 
which were high the year 
before and then nosedived. It 
is now well within the group 
of single-currency qualifiers 
- aWTimig h, as In other EU 
countries, inflation has 
recently been inching up 

a gain 

One of Spam's main wor- 
ries is that the boom will 
rekindle inflationary pres- 
sures. 

The government is anx- 
ious to see wage agreements 
kept dose to 2 per cent for 
next year, after r unning at 
more than 3 per cent The 
fear is that, once locked 
inside monetary union, 
Spain could face relatively 
rapid increases in its inter- 
nal costs compared to its 
partners, with consequent 
loss of competitiveness. One 
senior bank executive warns 


that sharp wage increases 
would be “a recipe for disas- 
ter”. 

Since it would no longer 
be able to adjust through the 
peseta exchange rate, the 
cost would be felt in the loss 
of jobs. Spain is the EU 
country which can least 
afford this. The unemploy- 
ment rate - although 
undoubtedly less in reality 
than the official rate of 
almost 21 per cent - is 
higher than in any of its 
partners. 

Anri, while Spain is cur- 
rently one of the EU coun- 
tries creating most jobs, the 
impact on unemployment 
figures is lessened as more 
people join the job market. 
An agreed reform of labour 
contract conditions earlier 
this year appears to have 
been more successful than 
earlier imposed changes in 
easing the barriers which 
discourage employers from 


engaging permanent staff 
but Spain remains a place 
where adjusting workforces 
is relatively costly and com- 
plicated. Mr Aznar is 
believed to be keeping an 
open mind as to whether it 
wifi he necessary, or politi- 
cally prudent, to try for fur- 
ther labour reforms. 

Business organisations, 
natural allies of his Popular 
party, are critical of the gov- 
ernment’s cautious approach 
to reforms in this, and other, 
areas. These mainly concern 
a delay in the promised over- 
haul of the tax system, 
including a cut in income 
taxes, completing the full 
extent of changes to the 
state pension system (expec- 
ted to reach a financial 
crunch around the year 2010) 
and the financing of public 
health. 

These are familiar themes 
in many EU countries. The 
government is taking a soft- 


ly-softly approach, unwilling 
to risk any potentially desta- 
bilising confrontation at 
least until it is safely inside 
the single currency. Thus, 
paradoxically, reforms essen- 
tial for staying within the 
guidelines of monetary 
union are being postponed 
because of the Emu time- 
table. 

Euro membership is 
viewed as not just desirable, 
but crucial for the Spanish 
government's cred ibility. 
Business analysts are opti- 
mistic that if Emu goes 
ahead without mishap it will 
bring a wave of new invest- 
ment, sustaining growth for 
several years to come. 

The banking sector,, which 
has undergone rapid concen- 
tration since the late 1980s. 
is bracing itself for far-reach- 
ing changes. 

A recent survey by Coo- 
pers & Lybrand and Actuali- 
dad Econdmica magazine 


Aihacod. AC Ra Roberts 

found banks overwhelmingly 
of the view that Emu would 
be good for Spain - 91.5 per 
cent - but split as to 
whether it would be good or 
bad for themselves. They 
face not only conversion 
costs but also the loss of 
some business, a further nar- 
rowing of margins and much 
more intense competition, 
especially in investment 
banking. 

With two groups - San- 
tander and BBV - contend- 
ing for leadership in the sec- 
tor in Spain, further mergers 
are not ruled out in the 
medium term. But what 
changes are likely, or when, 
is a matter of speculation. A 
fresh phase of concentration 
could begin among the 
savings banks, which are 
still regionally-based, 
increasingly riddled with 
politics and, according to 
some, possibly the most vul- 
nerable part of the system. 
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This announcement appears as a matter of record only 
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PpMESTtC BANKS 


by Tom Bums 


Good timing as sector buys in to good times 


customers 
^'fuelling 
Expressive results 
ror the domestic 
banks 

Spain 's big domestic hsmiea 
nave been improving their 
business quarter on quarter 
throughout the year nr,A 
took set to report exception- 
kDy food results far 1997. 

K is a turnaround story, in 
the case of Banco Central 
Hfepano and Argentaria, and 
a story of huge incnma gen- 
eration in the case of the sec- 
tor's two leaders, Banco Bil- 
bao Vizcaya and Banco 
Santander. Banco Popular, 
true to its is beautiful 
formula, continues to deliver 
strong profits to its fortu- 
nate shareholders and qual- 
ity services to its carefully 
customers. 

A broad underlying trend 
common to the big institu- 
tions Is that they success- 
fully altered the terms of 
their lending in good time to 
reap the benefits of the eco- 
nomic growth cycle. The 
structure of the sector’s 


credit Is now weighted 
towards consumers and the 
shift away from corporate 
lending towards the retail 
business has been fortu- 
itously timed. 

Analysts believe that the 
weight of consumer lending 
and mortgages now repre- 
sents as much as 40 per cent 
of total inane a™! that the 
retail side of the lending 
business is set to grow hi 
line with the upbeat eco- 
nomic fandgynantalS- 

Untfl recently, the banks 
were focused on wholesale 
financing, a policy which left 
them penalised: by the 
declining credit demand 
from traditional business cli- 
ents in industry and con- 
struction. 

Confirmation of a shift in 
focus came in a recent report 
by Santander Investment, 
the Santander group's mer- 
chant banking unit, which 
forecast that domestic lend- 
ing for the foreseeable future 
will be driven by double 
digit increases in residential 
mortgages and by the long 
awaited knock-on effect of 
the slow, but steady, growth 
of private consumption. 


It is an operating environ- 
ment that is Ideally tailored 
to the sector’s new emphasis 
an retail banking. 

The mortgage demand Is 
comparatively simple to 
identify and it Is estimated 
to grow by as much as IS per 
cent this year. Low interest 
rates have reduced the effec- 
tive cost of house buying by 
around 20 per cent since 
early 1596, there has been a 
significant improvement in 
the price of housing as a per- 
centage of disposable income 
and the growth of the mort- 
gage market will be fuelled 
through to 2006 by some 6m 
potential home buyers in the 
25*34 age bracket 

The recovery of consumer 
loading tracks a growth of 
private consumption that 
will increase by a forecast 
2J) per cent this year, up 
from L9 per cent in 1996, and 
will grow by an estimated 3.5 
per cent next year. Con- 
sumer lending Is set to 
deliver a growth rate of as 
much as 10 per cent in the 
second half of this year, up 
from a first half growth of 6 
per cent. Corporate and 
institutional lending, by con- 


Spain’s top banks 3rd quarter 1997 
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treat. Is subdued and loans 
to and metiJ nrn com- 
panies Is flat 

The im proved retail bank- 
ing margins have strength- 
ened results across the board 
of the big bank sector. Popu- 
lar, which is not the mast 
aggressive of retail banks, is 
a case In point In Its third 
quarto: results it reported a 
12.6 per cent rise in its loan 
portfolio since September 
1996 and a 322 per cent rise 
In mortgage-backed loans. 

The growth of a basic con- 
sumer-orientated lending 
business has spread butter 
on the bread of Spain's bank- 
ing sector. It is a hi ghly com- 
petitive segment but it is one 
that is almost wholly 
reserved for the domestic 


institutions; foreign banks 
are unlikely to make signifi- 
cant inroads Into the retail 


The domestic banks are, in 
addition, spreading a lot of 
Jam onto their well-buttered 
bread thanka to a remark- 
able cb 91 ^ in the savings 
profile of Spaniards. Savings 
have massively switched 
from customer deposits to 
managed funds products. 

Midway through last year 
the volume of pension and 
milt t m s t fonds managed by 
the banks overtook the total 
they held In conventional 
customer deposits and in 
August this year the volume 
of funds, at Ptal5,749bn 
(¥10&6bn), was double that 
of deposits. For the time 


being this enormous market 
is controlled by the domestic 
hrmVs but In the mid-term., 
and unlike the retail busi- 
ness, there is likely to be 
strong co m p etiti on from for- 
eign banks able to offer 
global, risk-diversified fund 
products 

The reason for the change 
in the savings profile is two- 
fold and it involves a carrot, 
in the shape of fiscal incen- 
tives for fond investment, 
and a stick, in the form of 
reduced returns on savings 
accounts. 

Under new guidelines 
introduced by the centre- 
right government, a fiat 20 
per cent tax rate is applied 
to capital gains on mutual 
funds from the second year 


In place of the marginal tax 
rate. Time deposits, in con- 
trast, are subject to a 25 per 
cent withholding tax and 
remain taxed at the mar- 
ginal rata which can be as 
high as 56_per cent. 

The fiscal incentives added 
considerable extra allure to 
the advantages of mutual 
fund investment at a time of' 
declining base rates. In 
December 1986 banks would 
pay some 7.9 per cent for 
deposit accounts of 1-2 years. 
Currently, the interest a 
deposit account bolder can 
expect has been reduced to 
3.8 per cent 

The spectacular Increase 

in managed fund products 
has had a considerable 
Impact on the domestic 
banking sector. At the outset 
it has allowed the sector, for 
the first time in several 
years, to regain, a quota of 
customer deposits from the 
savings banks. The domestic 
banks have proved to be far 
more adroit at fashioning 
funds for an increasingly 
financially sophisticated 
public and have thus 
regained ground from the 


The more 'immediate effect 

of the changed pattern of 
domestic savings has been 
the impressive increase fo 
fee commissions that has 
underpinned the results of 
all the domestic banks. 

Banco Central Hispano. 
BCH, which has regained its 
income growth potential 
after taking strong chargee 
In the past two years to 
strengthen Its balance sheet, 
is a clear example of the 
accelerating income that 
stands to be gaWwH in this 
new operating environment. 
At the nine month, stage the 
bank reported a nearly 20 
per cent profit Increase from 
commissions earned from 
product sales and banking 
services. 

The bank, which has a 
- large branch network and 
big customer base, took full 
advantage of the shift to unit 
trust products and reported 
that the volume of Its funds 
under management had 
grown by 91 per emit year- 
on-year against a 55 per cent 
increase for the sector as a 
whole. The volume of pen- 
sion funds manag ed by BCH 
grew by 40 per cent. 


PROFILE 


Ana Patrici a Botin 


LATIN AMERICA • by David White 


With success 
comes succession 


A welcome return to empire 


Her great-grandfather was 
chairman of the bank. So 
was her grandfather, for 36 
years. So, currently, fat her 
father, who has made the 
business into Spain's largest 
financial group. In terms of 
assets. But If, as is now 
widely expected. Ana 
Patricia Botin succeeds to 

ft* fhjri nrmngFilp irf Ritnm 

Santander, becoming the 
first woman in charge of a 
major Spanish bank, it will 
not be courtesy of pedigree 
alone. 

The eldest of Emilio 
Botin’s six children, the 
37-year-old 

Harvard-educated economist 
has, by common consent, 
converted herself by her 
own merits into the heiress 
apparent. 

“I hope she works a lot 
and helps to make 
Santander bigger," was 
what her father said when 
asked what he expected of 
her after she was nominated 
to the board in 1988. 

He has not been 
disappointed. Colleagues 
have noted in her an 
ambition and toughness to 
match Mr Botin’s, a similar 
relentless dedication to her 
job and a similar strong 
sense of privacy about 
anything outside It. 

A mother of three, she is 
married to another senior 
executive in the group, 
Guillermo Morends, head of 
private banking. 

In the world of Santander, 
the northern city where the 
bank has its origins, she Is 
about as well connected as 
anybody conld be. Her 
mother is Paloma O’Shea, 
concert pianist and 
patroness of a prestigious 
international piano 
competition, and she isa 
sister-in-law of Severiano 
Ballesteros, the golfer. 

But much about the 
Botins remains secret - 
including the exact extent of 
their interests In the group, 
reckoned to go Ear beyond 
the 5 per cent or declared 
family holdings in the 
parent bank. 

The group Is regarded as 
being very much under the 



Rret lady: Santander expect* Ana Patricia Both to succmd 


thumb of its chairman, now 
63. Although Ms Botin Is not 
the only dose relative in the 
top Santander hierarchy - 
her younger brother Emilio 
also has a place on the 
board, as does her bon 
vtvant unde Jaime, 
chairman of the separate 
Bankinter group - she h»* 
emerged in the last year as 
dear favourite for the 
succession. 

At the Madrid 
headquarters of Santander 
Investment, the group’s 
merchant banking arm, 
where she is chief executive, 
the receptionists refer to her 
simply as “A.P." 

Her snappy command of 
English reflects not only her 
time at Harvard but a 
subsequent seven years 
spent with JJP.Morgan, in 
posts in Spain and New 
York, before she moved to 
the Banco Santander g ro up- 

Already ensconced at the 
investment jwnMng 
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subsidiary, she reinforced 
her position six months ago 
when the parent bank 
announced plans to put its 
treasury, corporate hanking 
and fund mana gement 

activities together with 
those of Santander 
Investment. The effect of the 
change was to place Ms 
Botin in overall charge of 
the wholesale banking side. 

At the same time, she has 
responsibility for the 
group’s most recent 
acquisitions in Latin 
America, which it is 
counting on as its main new 
source of profit growth. 

These new subsidiaries - 
including two ba nka in 
Brazil - require a different 
kind of management from 
Santand er 's established 
interests In markets such as 
Chile and Puerto Rico, Ms 
Botin argues. She has been 
in close contact with the 
region since her period at 
J.P.Morgun - a time when 
banks were nursing their 
wounds from the Latin 
American debt crisis. 

The group's ambitious 
Latin American expansion is 
a crucial gambit In both 
retail and Investment 
banking. It set out with a 
dear aim of controlling top 
banks, with outright 
majority shareholdings and 
management control, in all 
of the region’s seven main 
countries. 

Size, says Ms Botin, is 
vital for survival. “You have 

to be ready for some 

volatility," she admits, but 
she believes Santander Is 
now reaping the benefits of 
Ik engagement in the 
region. In the late 1980s, she 
says, Santander was “one of 
the few banks In the world 
actually assuming direct 
risk in Latin America”. 

By malting Santander into 
“a very strong local player" 
in Latin America, Ms Botin 
alms to build up a global 
strategy far the group in 
emerging markets. In the 
face of increasing 
International competition, 
she says: “It’s the only way 
to defend ourselves.” 

David White 


Spanish banks are 
exploiting 
historical ties to 
gain advantage in 
uie region 

The Dace of Spanish banking 
has changed in two big ways 
since the late 1980s. First 
came the process of concen- 
tration which created the 
country’s leading groups, 
culminating with Banco San- 
tander's purchase of the 
troubled Banes to in 1994. 
Then came Latin America. 

From Mexico to Chile, the 
main Spanish banks have 
been accumulating retail 
banking networks in an 
unprecedented series of 
acquisitions involving com- 
bined investments to date of 
more than $6bn. 

Three big groups - Banco 
Santander, Banco Bilbao Viz- 
caya and Banco Central His- 
pano - have between them 
given Spain the leading for- 
eign role in the region's 
banking sector. Latin Amer- 
ica, a market where they feel 
at home for reasons of lan- 
guage, history and culture, 
represents their main bid for 
an international dimension 
and one of the principal bat- 
tlefields in the rivalry 
between them . 

The growth momentum 
and easy earnings which 


have been lost in their 
increasingly competitive 
home market, are now 
sought in Latin America, 
where liberalisation is bring- 
ing a rapid expansion of 
banking opportunities and 
where margins are still rela- 
tively high. 

The Latin American con- 
nection goes back to same of 
the Spanish banks' origins - 
Banco Santander, for 
innbmw! l which started out 
In the 1850s financing trade 
with the region, or BCfTs 
ancestor Banco Hispano- 
Americano, founded with 
funds repatriated from Cuba 
and Puerto Rico, the last of 
Spain's American colonies. 
But their current promi- 
nence Is a very recent phe- 
nomenon, and mainly the 
result of an extraordinary 
three-year buying spree. 

BBV, which, unlike San- 
tander. was starting in the 
region virtually from 
scratch, began the move in 
1995 by committing $350m to 
Mexico’s Probursa group, 
becoming the first bank to 
take advantage of new rules 
allowing foreign control. 
Since then, BBV and San- 
tander have been engaged in 
tlt-for-tat competition for 
position in the main markets 
- the former usually content 
with minority holdings but 
ensuring management con- 


The Latin American connection 
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trol, the latter taking out- 
right majorities and putting 
most of its acquisitions 
under its own name. 

BCH, more limited in its 
resources, has chosen to 
work through partnerships 
with the Luksic group in 
Chile and the Gfllnski group 
in Colombia, covering its 
interests in the southern and 


northern parts of South 
America respectively. The 
fourth of - the main Spanish 
banks. Axgentaria, initially 
took a stand-offish line but 
has also been looking at 
investment opportunities. 

Between them, Spanish 
banks have shares of 20 per 
cent or more of the bank 
lending -market in Chile, 


Venezuela, Peru and Colom- 
bia. They also hold a promi- 
nent place among Argen- 
tina's private-sector banks, 
through Santander's $700m 
acquisition of Banco Rio de 
la Plata and BBVs stake of 
around 40 per cent in Banco 
Frances, which has absorbed 
Banco CrSdito Argentino. 

The Tnflin gap, thin 
year, was Brazil, which both 
Santander and BBV have set 
as a priority target 

Santander made its first 
move in March, taking over 
a modest regional bank. 
Banco Geral de Com&rrio, 
and then using this as the 
vehicle for a a bigger $500m 
deal to take control of S5o 
Paulo-based Banco Noroeste. 

Making its inevitable 
response, BBV said it was 
contemplating an Invest- 
ment of some $80Qm in Bra- 
zil. But, after rumours about 
a takeover of Brazil's Banco 
de Crfdito Nationa l , bank 
analysts believe BBV may 
now be taking a more cau- 
tious approach to further 
expansion. Its rival, San- 
tander, with some $3.7bn 
already invested in commer- 
cial and Investment hanking 

in the region, has already 
said that with its Brazilian 
acquisitions it now regards 
its map of Latin American 
conquests as virtually com- 
plete. 


FOREIGN BANKS • by Tom Bums 


Niche goals bring away results 


Foreign banks are 
getting results by 
avoiding markets 
dominated by the 
home teams 

Foreign banks have learnt 
not to compete head on with 
the Spanish banks on their 
home turf. Fortunately for 
them they are discovering 
specialised banking areas 
that, if properly developed 
with an eye to the rapidly 
chang in g Ann n rial playing 
field, should amply reward 
their battle to remain in the 
domestic market 

The Initial ltiwnn Is that 
the efficiency of the highly 
capitalised domestic institu- 
tions. with their huge 
branch networks and their 
top of the range technology, 
mairtxa the retail banking 
environment altogether too 
competitive for outsiders. 
There Is a certain irony In 
this for Spanish banks honed 
their efficiency and technol- 
ogy skills when the foreign- 
ers first arrived in their 
backyard a decade ago. 

In the late 1960s and early 
1990s a string of foreign 
hanks - Including Chase 
Manhattan and Citibank erf 
the US, Barclays and 
National Westminster of the 
UK, Germany’s Deutsche 
Bank and France’s Credit 
Lyonnais and BNP - bought 
domestic branch networks in 
order to eH tf the Spanish 
market or to bufid up their 
existing presence in Spain. 
All have halted further 
growth, most have scaled 
hack and some, notably Nat- 
West have pulled out of the 
country altogether. 

The foreign bank focus Is 
now wholly on niche activi- 
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Chase, which draws an the 
strengths of Manufacturers 
Hanover which began bank- 
ing In Spain in the 1920s as 


well as those of the former 
Chemical Bank Espafta, 
delives the biggest volume 
of earnings among the for- 
eign banks because it 
focuses more profitably on 
more niches than its rivals. 

Chase's range of niches 
runs from corporate finance, 
capital markets and deriva- 
tives businesses to fund 
management, custody and 
peseta clearing activities. At 
the sixth month stage this 
year it ranked 11th in net 
profit terms in the Spanish 
banking sector and it was 
the top bank last year in 
terms of profitability with a 
return on earnings of 23 per 
cent and a 5.9 per cent 

ret ur n on assets. 

Corporate finance has long 
been the traditional niche 
for the foreign concerns and 
the pace of privatisati on s, of 
new listings and of mergers 
and acquisitions business 
this year has ensured solid 
business for all the main 
companies In the investment. 

hanking sector. 

But the best prospects for 
recurring income for the for- 
eign banks almost certainly 


lie in the field of private 
banking asset manage- 
ment 

The most eye-catching fea- 
ture in the dome sti c banking 
sector over the past 12 
months has been the spec- 
tacular growth of mutual 
and pension funds. Far the 
present the Spanish banks 
have taken the bulk of the 
funds under management 
but the consensus is that in 
the mid-term, with the 
arrival of the single cur- 
rency and the increased 
awareness of a globalised 
financial sector, it is the for- 
eign banks and not the 
domestic ones that have 
most to gain from this 
already very sizeable niche. 

Barclays and Citibank, 
which both bought into the 
market with dear ambitions 
to offer universal banking 
services though a strong 
retail network, are arguably 
the best pieced among the 
foreign banks to obtain a 
large slice of the private 
hanking sector. As msdfrnn- 
gized banka in Spain with a 
recognisable high street 
brand name they are able to 


tap domestic incomes grow- 
ing in both volume and 
sophistication. 

Barclays, in the days when 
It sought to aggressively 
eater the retail market, pio- 
neered products such as 
high interest bearing current 
accounts that were soon imi- 
tated by the big domestic 
institutions. It led the fipin 
again in the development of 
capped mortgage loans and 
guaranteed equity funds 
linked to the Bolsa’s Ibex-35 
index. Again it found Span- 
ish competitors with a for 
greater distribution muscle 
offering similar services. 

The UK bank has, there- 
fore. scaled back its retail 
operations in Spain, concen- 
trated mi the teg cities and 
focused on asset manage- 
ment of medium to big pri- 
vate accounts according to a 
carefully elaborated segmen- 
tation of potential clients. It 

IS Private banking a 

v enge an c e and the hank has 
discovered that there is 
plenty of business to be had 
by introducing a sliding 
scale of increasingly person- 
alised service 


"For accounts upwards o 
Pta200m ($L3m) we will tak 
the dog for a walk if neces 
sary.” says Antonio Villa ri 
eras, chief executive of Bar 
days' private banking uni 
in Madrid. 

Citibank, which is compel 
ing strongly with Barclay 
for this business, has turner 
its branches - 83 against tfr 
180 operated by the UK ban] 
. into what it terms "invest 
meat product advisory ceo 
tres”. Customers have acces 
to computer systems tba 
help them determine tb 
level of risks they can affon 
to take and present then 
with a set of recommends 
investment alternatives. 

Citibank has also pic 
neered, in Spain, employe 
training schemes, modellei 
on UK and US practices, tha 
restrict to highly qualifier 
personnel the business o 
actually selling mutual firm 
products to customers. Wit] 
0.2 per cent of the ban] 
branches in Spain, Citihan] 
claims to have captured a 0., 
per cent quota of the Span 
ish financial system. 

Rafael Gil Tien da, chair 
man of Citibank Espafia 
says that the single currenc 
and the global financial envi 
ronment offers extraordi 
nary opportunities to institu 
turns such as Citibank tha 
are able offer diversified 
high return and low risk 
fund management. 

The domestic banks wi] 
begin to feel the pressure 
next month when Citiban] 
launches a new guarantee 
Emo fund linked to variou 
European equity markets 
The fond, which will be rm 
out of Luxembourg, win b< 
quoted in pesetas for thi 
time being and then switci 
to the single currency t, 
reap tbs foil benefit of gfaj, 
aiised trading. “We havi 
built in a straight conver 
sion to euros into this fund ’ 

says Mr Gil Tienda. 
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THE PUBLIC SECTOR 


by David White 


Sale by the century 


The government 
is shedding its 
industrial 
holdings - and 
their debt 


SEPl: main interests ... new responsibilities 


Pedro Ferreras, the m a n in 
charge of most of Spain’s 
remaining public-sector com- 
panies, has an ambition for 
the year 2001 - to make his 
Job redundant 

By then he hopes all the 

interests now controlled 
through the government 
holding company Sepi 
(Sotiedad Estatal tie Partiri- 
paciones Indus trial ea) will 
have been sold off or, if nec- 
essary, closed. It is a tali 
order - 40 groups, with 1,000 
or so subsidiaries in a heter- 
ogeneous collection ranging 
from ships to mining It is 
the country's largest indus- 
trial conglomerate, with 
annual turnover of more 
than Pta3,000hn (J2ihn) and 
120,000 employees. 

Spain has been privatising 
in a piecemeal fashion ainp» 
the mid-1980s but not as part 
of a clear progr a mme until 
the arrival of the centre- 
right Popular party govern- 
ment a year and a half ago. 
Initially, Jose Marfa Aznar, 
the inco ming prime minis- 
ter, showed some caution 
about how far to go, suggest- 
ing that some industries, 
such as defence or political- 
ly-sensitive coalmines, were 
likely to remain out of 
bounds. But now these are, 
in theory, no limits. “Every- 
thing can be privatised.” 
says a top government 
source. “There are no 
taboos." 

Sepi controls the govern- 
ment's remaining industrial 
holdings but not other state 
interests, such as the rail- 
ways, broadcasting or its 
residual stake in banking. 
The one exception in the 
manufacturing field is Taba- 
calera, the tobacco company, 
which for historical reasons 
Is controlled through the 
fmanr*> ministry and which. 
In any event, is set to be 
privatised next year. . 

In the last two years, the 
palatial building which Sepi 
occupies in the heart of Mad- 
rid's Salamanca smart dis- 
trict has undergone a 
sequence of name changes, 
reflecting a series 

of reorganisations. For more 
than 50 years the name on 
the gate was Institute 
Nacional de Industrie the 
body set up by the Franco 
regime to promote Spanish 
self-sufficiency in vital eco- 
nomic sectors, in emulation 
of Mussolini’s Italy. La later 
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years INI took on a different 
role as a hospital for lame- 
duck companies. 

When the last Socialist 
government finally decided 
to scrap INI in 1995, the 
offices remained as head- 
quarters of Teneo, a sub- 
group which bad been cre- 
ated to run INFs more viable 
interests. The. other INI com- 
panies, receiving EU-permit- 
ted subsidies. Were . put 
under a State Industrial 
Agency. Since nobody knew 
how to pronounce Teneo, the 
nameplate had to be 
changed to Tfeneo, with an 
accent to mark -the stress. 
Hardly bad this been done 
than the new government 
dissolved it anyway, putting 
its companies directly' under 
Sepi, And than , fhte Septem- 
ber, it brought the State 
Industrial Agency companies 
back under the same roof, 
enlarging Sepi’s structure to 
one bearing a curious resem- 
blance to the old INL 

But Mr Ferreras. a Barce- 
lona-based mergers-and-ac- 
quisttions lawyer appointed 
as Sepi chairman last year, 
insists that the philosophy 
behind the new set-up is 
“absolutely different". 

As a mark of the new 
approach, Sepi -is set to 
vacate the old headquarters 
with, its marble -floors, fine 
paintings and Goya tapes- 
tries, handing it 'ever to the 
foreign ministry . which 
already rents some of the 
office space. 

The reorganisation of hold- 
ings is seen as a temporary 
stratagem as companies are 
prepared for privatisation. 
Under the old IN^Tfeneo sys- 
tem, losses in troubled sec- 
tors were offset by dividends 
from profitable companies - 
principally the Endesa elec- 
tricity group. Under the new 
arrangement these funds 
will come from privatisation 
revenues - again relying 
largely on End&a/ which 
brought in PtaffWbn in its 
last share offering in Octo- 
ber. A final equity sale, in 
the power group is planned 
next year. 

Among other interests, 
aluminium group Inespal 
has already been sold to 


Alcoa of the US, the re- 
named Aceraha steel group 
is in the process of being pri- 
vatised and Mr Ferreras 
expects the Iberia airline to 
be ready to go private in 
199 9. 

The seUoff programme - 
expected to bring revenues 
of more than Pta2,000bu for 
Sepi between this year and 
next - will provide funds to 
maintain loss-makers, such 
as shipyards «nw< facto- 
ries, and to cover commit- 
ments of some ' Ptal^200bn 
from previous redundancy 
programmes. 

The effect of the new 
organisation is to tain* these 
subsidies and costs off the 
government deficit. In 
fixture, neither Sepi nor any 
of .its subsidiaries is to 
receive any state funds, with 
the sole exception of state- 
owned coal-mines. 

The coal Industry, while 
being gradually run down, is 
set to continue receiving 
state subsidies well past the 
turn of the century. Until 
now, a large part of the sup- 
port for coal has come 
directly from a levy on elec- 
tricity but in order to com- 
ply with EU requirements, 
this money now ha« to pass 
through the state budget, 
with the levy converted into 
a special tax. 

. In other areas, however, 
the onus of state support 
wfD be taken over by Sept 
On the basis of last year’s 
figures, this could bring 
savings to the state budget 
equivalent to about 0.4 per 
cent of gross domestic prod- 
uct — greatly increasing the 
government's leeway- within 
the constraints of the Maas- 
tricht conditions for Euro- 
pean monetary umm 

In this way. Spain has 
found an ingenious way of 
bypassing EU rules, hi the- 
ory, member states may not 
apply privatisation revenues 
to the reduction of budget 
deficits for Maastricht pur- 
poses. In practice, Spain is 
.able to do this indirectly by 
leaving revenues with Sepi 
and making the company 
responsible for costs which 
would otherwise have 
weighed on the budget 


ONLINE BANKING • by Geoff Naim - 


Net interest rises 


New technology 
offers better 
service and lower 
costs - for banks 
and customers 


After their first hesitant 
steps in 1996, Spanish banks 
have launched into the 
brave new world of internet 
banking with gusto. The 
number of banks offering 
foil hawiring services on the 
intranet has grown rapidly 
from just at the begin- 
ning of 1997 to more than a 
dozen today. 

Despite the current low 
penetration of the internet - 
only 2.5 per cent of the Span- 
ish population is online com- 
pared to around 10 per cent 
in France and Germany ~ 
hanint have high hopes for 
the new medium. 

“The internet is central to 
our expansion strategy and 
fundamental to improving 
our efficiency,” says Fran- 
cisco Rodriguez de Azero, 
di r ector of electronic bank- 
ing for Banco Santander, 
which, has around 40.000 cus- 
tomers for its year-old inter- 
net banking service, com- 
pared with 620,000 users of 
its bids' telephone hanking 
service. 

Basks are keen to use 

intranet hawlrfng to market 
sophisticated products to 
their online customers, who 
tend to be more affluent 
than other customers. 
Another big attraction is 
that the medium provides a 
much cheaper way of han- 
dling low-margin transac- 
tions, such as transfers and 
account queries, and so 
allows hanks to cut costs In 
their branch networks. 

Whlle banks .elsewhere are 
rushing to dose branches, 
density in Spain has risen in 
recent years to around 900 
branches for each million 
inhabitants, against 445 in 
France and 310 in the OK. 

Spanish banks have invested 
heavily to computer technol- 
ogy that, allows them to 
p ypnnr! their networks by, 
for example, adding small 
offices which are highly 


automated and thus do not 
need the staffing Jevels of a 
traditional branch! 

“Our aim is to. automate, 
as far as possible, transac- 
tions that involve branch 
personnel," says Mr Rodri- 
guez de Azero. Banco San- 
tander has increased its 
branch count from 1*183 in 
1990 to 1.413 in 1996. In the 
longer tram, the bank wants 
to shift the bulk of low-mar: 

gin transactions away from 
the branches to cheaper 
automated channels, leaving 
the branch staff to cany out 
functions that cannot be 
done on the phone dr via the 
internet. To help achieve 
this. Banco Santander has 
installed 1,400 automated 
teller machines and, five 
years ago, it started a phone 
banking service for existing 
customers. 

This year, it added trans- 
action capabilities to its 
internet banking service - 
previously customers could 
only access account informa- 
tion online. It has also cre- 
ated a separate “branchless" 
banking division, Open 
Bunk, where accounts can 
only be accessed by the tele- 
phone or the internet 

Banco Santander esti- 
mates a typical transac tion 
costs Ptal05 if performed in 
a branch, Pta53. over the 
phone or Ptal6 if handled 
via a teller machine- By 
i -wring the internet, the cost 
drops dramatically to less 
than POL the bank claims. 

Open Rwnk claims it was 
the first Spanish bank to 
allow its customers to con- 
duct transactions on the 
intranet The service, called 
Open Via, opened- in March, 
1996. Open Bank offers a free 
internet connection to its 
customers and sees Open 
Via as complementing, 
rather than substituting, the 
existing phone banking ser- 
vice. Indeed, it is.only avail- 
able to those with a phone 
banking account • 

One of the most recent 
additions to the -Open Via 
site is a facility that allows 
customers to search the 
Internet for a new house or 
.car. Prominently displayed 


on the page is a button with 
the message “click here for 
financing”, which gives the 
customer details of Open 
Bank loans. Because it does 
not have traditional branch 
overheads. Open Bank 
claims it can pass on the 
cost savings to customers in 
the form of cheaper loans 
and account charges. 

Another big Spanish bank. 
Banktoter, used the same 
argument when it launched 
a cheap loan facility for 
users of its BKNet internet 
banking service earlier this 
year. This “cyberloan" car- 
ries ah interest rale 05 per- 
cent lower than loans offered 
through the bank’s tradi- 
tional channels and BKNet 
customers can apply for the 
loan by fiiUng in a form on 
the screen. The site also has 
a repayments calculator to 
show customers what their 
monthly payments will be 
over the duration of the loan 
with repayments calculated 
“live" on the page using the 
current Mibor interbank 
lending rate. 

At least a dozen transac- 
tion-enabled banking sites 
have been launched in Spain 
in the past -eight months- 
The newest is Argentarla 
whose Argenvia service, 
unveiled last month, allows 
customers to perform 66 
operations online. For 
Pta4,ooo a month, customers 
can also subscribe to an 
online investment service. 

The Argenvia -site uses the 
latest “push' 1 technology to 
alert customers to rihang ag 
relevant to their account, - 
such as a share price rises of 
more than 3 per cent or 
account balances dropping 
below a predetermined leveL 

Mr Francisco Rodriguez de 
Azero says the security fears 
that held back the develop- 
ment of internet banking 
have largely been allayed, 
thanks to improvements in 
encryption technology and 
the use of multiple security 


measures, including moni- 
toring end transaction limits 
that trigger a human opera- 
tor to call the account holder 
if the computer detects 
unusual account activity. - 
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THE STOCK EXCHANGE • by Tom Bums 


Bolsa delivers to 
hungry investors 


From pizzas to 
wine, Spaniards 
have acquired an 
appetite for the 
market 


A year ago a previously 
unidentified flying object 
landed, on Spain's equity 
market and prompted a cul- 
tural revolution. Home deliv- 
ered pi zzas hit Madrid's staid 
Bolsa with the force of a 
meteorite. Nothing has been 
the same since an initial 
public offering of 45 per cent 
of Telepizza raised PtaI03bn 
($7lm) after the issue was 
priced at Pta2£00, the top of 
its pricing range. 

Total demand for the 
cheese covered dough sau- 
cers in the IPO stood at a 
sci-fi level of Pta477bn and 
those who managed to buy 
the stock have been 
laughing all the way to their 
banks ever since. Telepizza 
shares are currently traded 
at more than Ptal 0,000. 

The rush to buy new equi- 
ties became a stampede 
when the next “hot" stock 
was offered in the shape of 
Adolfo Dominguez, a fashion 
label famous for its crum- 
pled looking clothes and the 
slogan the "wrinkle is beau- 
tiful". An issue of 70 per cent 
of the family-owned retail 
chain’s equity in March 
buckled the Bolsa. 

Shares were once more 
priced at the top of the 
announced range of Pta2,700- 
Ptaa.100 and they more than 
doubled in value to Pta7,000 
just as soon as they started 
trading. Dealers drove the 


price up as they sought to 
satisfy “buy at best price 
orders” placed by Investors 
and were then swamped 
with sell orders that brought 
the Bolsa's electronic 
systems to a standstill. 

The Adolfo Dominguez 
IPO was a cautionary tale 
about the dangers of over- 
selling a small cap company 
in a narrow market, such as 
Madrid's, to a swathe of 
savers 

who thought the Bolsa was 
Las Vegas. The fashion 
group's share price fell by 
the maximum 15 per cent 
permitted in a Bolsa trading 
session for two days before 
settling at Pta4£00 

What has happened in the 
last 12 months is that the 
Spanish equity market has 
gained significantly in 
breadth, depth and interest. 
Gone are the days when 
Investment choice was 
reduced to banks and utili- 
ties and when a “model" 
portfolio consisted in getting 
the weighting right between 
the two sectors. 

The Telepizza happening 
was foreshadowed by an 
only marginally less success- 
ful offering by Sol MeUA, the 
first listing on the Bolsa by a 
hotel group. The Adolfo 
Dominguez IPO was followed 
by the July listing of two 
Rioja wine producers, the 
first wineries to be quoted 
on Madrid's stock exchange. 

The story is far from over. 
The venture capital firms 
that have so far financed 
Madrid's Parque de Attrac- 
ciones, a very popular city 
amusement theme park, are 
now poised to place the com- 


pany on the equity market 
and there is a cut and thrust 
battle among investment 
hanks to gain a Ti lting man- 
date from the clothes manu- 
facturer Indites which owns 
the highly profitable Zara 
retail nhain 

The cultural revolution 
focuses on the sudden pas- 
sion, beginning a year ago, 
for equities by domestic 
investors. It is a love affair 
that shows no sign of abat- 
ing. The Bolsa has tradition- 
ally been driven by inward 
equity investment but in 
recent months there has 
been a radical departure 
from this pattern. It is 
domestic investors who now 
hold the whip. 

What was particularly 
interesting about the Tele- 
pizza IPO was that over-sub- 
scription was highest among 
domestic funds which had 
been allocated a 15 per cent 
tranche and bid 154 times 
the total offer. By compari- 
son, the international insti- 
tutions tranche, which repre- 
sented 40 per cent of the 
offering was 56 times over- 
subscribed. 

Telepizza's co-ordinators. 
BBV Interact] vos. the brok- 
ing arm of Banco Bilbao Viz- 
caya and Merrill Lynch of 
the US. established what 
was to be a standard feature 
of subsequent offer struc- 
tures when they allocated 
most of the fast food compa- 
ny’s shares to small domes- 
tic investors. The retail 
tranche, which represented 
45 per cent of the shar es due 
to be Coated, was oversub- 
scribed by a manageable 11.7 
per cent 



That's amorfe SmaR Investors Tell for Telepizza, and the markets ap 


When, in February, the 
government sold its remain- 
ing 21 per cent stake in Tele- 
fonica, the national carrier, 
it upped the retail tranche 
from 50 per cent to 60 per 
cent of the offer in order to 
meet demand. When it dis- 
posed of its final 10 per cent 
stake of Repsol in April, 
small domestic investors 
were allocated 55 per cent of 
the total offer. 

Repsol’s retail tranche was 
some 40 per cent oversub- 
scribed and, in all, some 
700,000 Spaniards applied to 
buy shares in the energy 
group. It is estimated that in 
the Telefonica privatisation 
one in five domestic house- 
holds became shareholders. 

Small Spanish savers 
showed their best colours 
last month when they effec- 
tively salvaged the market 
disposal of a 25 per cent 
stake of government-owned 
equity to the Endesa power 
group. The issue, which 
reduced the government’s 
shareholding to 41 per cent, 
raised Pta679.1bn, well short 
of initial expectations, but a 
record sum nonetheless for 
the domestic markets. 


The partial privatisation 
took place in unpropit Lous 
circumstances for it coin- 
cided with a general fall in 
global stock prices and with 
an embarrassing row in 
Chile, where Endesa was 
forced to re-negotiate the 
conditions of an ambitious 
strategic alliance it had 
signed in August with Ener- 
sis, Latin America's biggest 
private utility. Demand for 
Endesa shares was slack 
from international institu- 
tions and the government 
had to abandon plans to 
place as much as 35 per cent 
of its equity in the power 
group on the market 

The picture was different 
among retail investors who 
benefited from a 4 per cent 
discount on the issue price. 
Their allocation was 
increased from 515 per cent 
to almost 6S per cent with 
subscriptions totalling about 
10 times the amount on 
offer. 

S mall savers have turned 
to the stock exchange and a 
combination of privatisa- 
tions and new lis tings baa 
created a new shareholder 
culture. 
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REGULATION • by Tom Bums 


PROFILE 


Clear moves to transparency 


Juan Fem&ndez-Armesta 


Business is 
moving from 
continental to US 
and UK standards 
of disclosure 

Transparency, shareholder 
value, ana's length transac- 
tions, corporate governance. 
“Chinese walls" and other 
defining terms of 
Anglo-Saxon financial cul- 
ture are rapidly becoming 
part of everyday vocabulary 
in Spanish business circles. 
To make sure that they actu- 
ally mean something, an 
eight-member commission, 
set up by the government, is 
putting the final touches to a 
code of best conduct mod- 
elled on the UK's 1993 Cad- 
bury report. 

The new awareness, and 
the attempt to give it a qua- 
si -legal framework, suggest 
that Spanish corporate prac- 
tices are in a halfway house 
between those that are the 
norm in the US and UK and 
those that reflect the finan- 
cial culture of continental 
Europe. 

“We are a lot less trans- 
parent than the British but 
we are much less opaque 
than the French and are 
moving In the right direc- 
tion,” says a Madrid-based 
investment banker. 

Despite such sanguine 
views, some profiles of busi- 
ness conduct in Spain are 
decidedly continental and, to 
US and UK eyes, strikingly 
incestuous. 

The relationship between 
Argentaria, the state-con- 
trolled financial group, an d 
Endesa, the big electricity 
generator and distributor 
that was partially privatised 
last month, is a case in 
point 





Open season: Disclosure ts the market bum word 


Argentaria. which is a sig- 
nificant Endesa shareholder 
and is represented on its 
board, was a global coordin- 
ator and underwriter of the 
government’s disposal of 
equity in the power group. 
In Anglo-Saxon cultural 
terms there is a clear poten- 
tial for conflicts of Interest 
in the m ann er that Argen- 
taria offers corporate advice 
to Endesa, lends to it and 
routes the funds that It man- 
ages towards investment in 
the power group's stock and 
trades, through its broking 
unit, in Endesa shares. 

Similar conflict of interest 
potential surrounds the role 
that Banco Bilbao Vizcaya, 
BBV, played in the privatisa- 
tions this year of Telefdnica 
and Repsoi, for the banking 
group is a core shareholder 
of both the telecoms opera- 
tor and the energy group. 

Old hands in Spanish busi- 
ness say such conflicts are 
inevitable because the big 
financial houses, which offer 
universal banking services, 
have traditionally been 
direct industrial investors. 
The interventionist clout of 
these institutions is all the 
greater now because 


together they account for 80 
per cent of the domestic 
funds under management, 
though the different privati- 
sation issues are replacing 
the state as equity holders in 
blue chip corporations. 

It is hard to exaggerate the 
impact of the big banking 
groups on domestic busi- 
ness. They are at the centre 
of a domestic corporate 
flnancft b usin ess that organ- 
ises listings and negotiates 
mergers and acquisitions. 
They also control the lion's 
share of the broking sector - 
the most profitable stock 
broking firms at the halfway 
stage this year were the 
broking arms of Banco San- 
tander, BBV, Banco Central 
Hispano and Argentaria - 
and they are. therefore, deci- 
sive influences on the Bolsa. 

Some of these issues have 
been addressed in the past 
months by guidelines issued 
by the Comisidn Nacional 
del Mercado de Valores, 
CNMV, the Madrid-based 
stock market regulator, and 
others are likely to be dealt 
with by the code of best con- 
duct report that the corpo- 
rate governance commission 
is drawing up. 


The CNMV has issued cir- 
culars to the banking groups 
insisting on “Chinese walls” 
in order to clearly separate 
their corporate finance, 
broking and Fund manage- 
ment divisions. A govern- 
ment committee advising 
privatisation procedures has, 
likewise, voiced concern 
over the underwriting role 
played by banking groups 
that are main shareholders 
of the companies whose gov- 
ernment-held stock is being 
offered to the markets. 
Through their country-wide 
branch networks the banks 
are capable of placing a huge 
volume of shares among 
small domestic savers. 

In order to limit the power 
of the banks, which are sig- 
nificant stock holders of 
listed industrial groups, the 
corporate governance com- 
mission's report is due to 
recommend smaller boards 
with a strong representation 
of independent directors 
empowered to have full 
access to the companies' 
business activities. It will 
also can for limitations on 
boardroom remuneration 
and internal auditing by 
committees excluding repre- 
sentatives of a company’s 
core shareholders. 

Younger elements on the 
domestic capital markets say 
that such initiatives, which 
broadly aim to enshrine 
Anglo-Saxon financial cul- 
ture, are not so much 
refanning existing practices 
as reflecting and encourag- 
ing a broad-based sentiment 
that is already distancing 
Spain from continental 
norms. 

Santiago Eguidazu, a 
senior partner of AB Ase- 
sores. a Madrid broking firm 
that has sponsored a series 
of pioneering studies on the 


adaptation of the Cadbury 
report to the domestic mar- 
ket, believes most of the 
groundwork on best conduct 
codes is already in place. 

Mr Eguidazu argues that 
corporate governance buzz 
words are gaining an 
increasing audience because 
foreign capital h as a far 
greater proportional pres- 
ence on the Spanish markets 
than it does in France or 
Germany. More than 30 per 
cent of the Bolsa 's capitalisa- 
tion is owned by Interna- 
tional institutions and 
means there is a growing 
pressure on listed companies 
to deliver full disclosure. 

Domestic funds at present 
control some 20 per cent of 
the Bolsa's capitalisation 
but, given the rate at which 
they are growing and their 
increasing appetite far 
equity investment, the likeli- 
hood is that they will soon 
represent between 20 and 30 
per cent 

“We are going to see big 
international and domestic 
fund buying, far example, of 
the banks' stock in Telefon- 
ica," says Mr Eguidazu. 

The “institutionalisation” 
of the Bolsa means that a 
change in financial culture 
is, at least, on the agenda, 
for corporate transparency is 
being driven by analysts 
serving institutional inves- 
tors. It is the threat of mar- 
ket corrections as funds dis- 
invest from stocks that fail 
to deliver shareholder value, 
rather than the imposition of 
regulatory measures, which 
is fuelling good governance 
by company boards. 

And, with funds in the 
driving seat of listed compa- 
nies, as they are in tile US 
and the UK, there will be 
less need for codes of good 
conduct 





Longstanding relationships with the top i,SOO J 

companies and comprehensive market knowledge, I 
through a strong local presence, are the cornerstones 
to doing business In Spain . 

The leading financial adviser in Spanish M&A Transactions. 

First Ranked Global Coordinator in Spanish Private Equity offerings. 




Selected 1 996 & 1 997 Transactions 


W1996 
GRUPO BOLUDA 

tes acquired 

petroUfera dugar, sjl 

subsaUayof 

GRUPO DURO FaWBM, SA 


Ml 1396 


to Grupa Bofuda and ass 
mite negotiations. 


Mach 1997 

ADOLFO DOMINGUEZ 

MTW. PUBLIC OffEBNG OF 

5,380,450 

SHARES 

PTAS.3JOO per share 


Global Coordnatnr 
CEVTMMSWW BOLSA 


July 1997 

SEPI-A1E 
has soU a 35* state fir 

ACERAUA, CORPORAClfrf 
STOERWRejCA, S A 
a 

ARBED,SA 

Banco Central Hispananaricano, S A 
acted as artiste Aranda artiser 
tn SEPWE. analysed the strategic ft, 
designed and implemented file 
transaction 

and assisted In the nepUafons. 


solmeuA 


INITIAL PUBLIC OFFERING 

13,000,000 

SHARES 

POS. 2,700 par share 


JoH GtobaJ Cowdhator 
CSOTRAL HtSPANO BOLSA 


June 1997 

AGROUMEN, SJL 

httsoUttssobsktay 

GRUPO PIZZA WORLD 


TELEPIZZA, SA 

Banco Central Hispanoaneric a no.SA 
acted as artiste finarial 
adviser to Afftifmcn, SA and 


December 1996 


BOUYGUES GROUP 


has acquired a 3299% state In 

COFIPEX 


Banco Central Hjaperoatnericano, SA. 
acted as financial adviser. 


June 1997 

LAftiOS, SA 

has been sold to 
GRUPO PRAC, SJL 


December 1996 

BANCO CENTRAL 
HI5PANOAMDHCANO, SA 

has sc<d an 1883* state in 

CAMPOfflfO, SA 

to 

H0RM3. FOODS CORPORAnON 

Banco 

Central Kspanoamericano, SJL 

■ ■ItTiifmi flii. m linn 

nuaffiuoie uansacnon 
and acted as financial stow. 


July 1997 


July 1997 


bar6ndeley 

INITIAL PUBLIC OFFERING 

5,407,860 

SHARES 

PTAS.Z350 per share 


CENTRAL WSWND BOLSA 


GROUPS PERNOD R1CARD 

Banco Central Hispanoaneifcano, SA 
Inflated the transaction, acted as 
eBfasta financial adviser to Lata, 

SA end its shareholders and ass&Bd 
taffienegtfiaBonk 


October 1997 

ACERALIA, CORPORAGtON 
SIDOlfiReCA, S A 


has an option 
tnacqMra 

AMSTRMN.SA 


Banco CertraJ Wspanoaraericano, SA 
acted as artiste financial adviser to 
AceraBaOonmacfdnStisrtr^ca, SA 


PUBLIC 0HBBN6 OF 

2,280441 

SHARES 

PTAS. 8400 per share 


Joint Global Coonanator 
CENTRAL MSRAN0 BOLSA 
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28014 MADRID 


An advocate 
for the people 


n 


In the week that Juan 
FernAndez-Annesto took 
office as Spain's stock 
market regulator, Endesa, 

the government-controlled 

electricity generator that 
accounts for nearly 10 per 
cent of the Madrid Bolsa’s 
capitalisation, conducted 
agreed take-overs of two 
regional utilities in 
transactions valued at 
Ptaajfflm ffLSbo) The 
mid-October 1996 power 
deals were to test the mettle 
of the new chairman of the 
ComisiOn National del 
Mercado de Valores, CNMV. 

Endesa’s share price had 
started to climb sharply 
following a report by 
Expansion, Spain’s leading 
business paper, that the 
generator was poised to 
increase its equity in 
Sevillana and Fecsa, the two 
regional companies where it 
controlled 40 per cent and 
49 per cent of the shares 
respectively. Mr 
FernAndez-Armesto rang 
Endesa to ask whether the 
report was true and he was 
told that the power group 
neither planned nor 
intended to launch 
take-overs. Four days after 
the telephone call the 
gov er n m ent announced the 
transactions that Exponsidn 
had reported and which 
Endesa had denied. 

Mr FernAndez-Armesto, 
ordered the CNMV to 
initiate proceedings against 
Endesa alleging that the 
power group had misled the 
regulatory authorities. In 
May, satisfied that a serious 
irregularity had taken place, 
he fined Endesa PtaSOOm for 
withholding market 
sensitive information from 
the commission. 

A month later it was the 
turn of Banco Bilbao 
Vizcaya, BBV, the big 
banking group, to face the 
regulatory rigour of Mr 
Feradndez-Annesto. A 
parallel CNMV investigation 
had established that the 
bank, which was a 
significant shareholder of 
Sevillana and backed 
Endesa’s bid for the regional 


generator, had made a tvow 
profit of PtaSSm by trading 
some lm Sevillana shares 
ahead of the take-over. 

Mr Ferndndez-Armcstu 
publicly reprimanded BBV 
and fined the financial 
group PtaS5m for failing t» 
‘Chinese walls” 
between its corporate 
finance and broking arms. 
He also ordered the bank to 
inform the commission, owr 
the following year, of alt 
share purchases it might 
make in listed companies 
through third parties. 

The arrival of Mr 
Fernandez- Arm est u to head 
the CNMV for a four-year, 
renewable, term could not 
have been better timed. His 
zeal ous pursuit of market 
transparency has come at a 
time of massive public 
offerings under the 
government's privatisation 
programme and the 
consequent onset of 
"people's capitalism". 

Mr Fernandez- Armesto, a 
contemporary and friend of 
prime minister Jose Maria 
Aznar, represents the breed 
of highly qualified and 
business-friendly 

professionals that the 
centre-right Popular party' 
has appointed to top posts. 

A member of a wealthy 
newspaper-owning family in 
Galicia - his father was a 
distin guished Journalist and 
his mother a conservative 
member of parliament - he 
was a senior partner in a big 
Madrid law firm where he 
hod a reputation as an 
expert on Bolsa listings. 

The government, in its 
drive for wider share 
ownership, has introduced 
fiscal breaks for stock 
market investors and equity 
funds and one of Mr 
Fernandez-Armesto's 
priorities is to encourage 
listings by small and 
medium-sized businesses. 

Already he has gained 
from the economy ministry 
an agreement that allows 
the CNMV to waive 
restrictive criteria for the 
authorisation of initial 
public offerings. 



jium Fcmdndez-AfmMto 

previously, companies 
planning *«n IW had to 
show profit;. i»id pay 
dividend- m the two years 
prior to the irnuut or during 
three of the previous five 
years. IT inter the new 
rulings the stock market 
commission cat* -et these 
measure- askf*’ *f it ** 
satisfied with the carryings 
potential ul ,i Wulsa 
contender. 

In his bid t»» establish a 
more flexible, broader and 
more responsive Bolsa, Mr 
Femandpr-Armcteu is now 
preparing more 
dm-gulatury moves that 
will include new guideline* 
on minimum capitalisation 
and frre-flixit requirements 
for listed companies. 

This liberal and 
market- oriental • si approach 

nH"XW*> with •) 
determination to introduce 
tough nib's tin disclosure 
and to ensure that 
transparency is the norm 
rather than the exception. 

Mr Kernandea .Vrmestn Is. 
accordingly, one of the most 
enthusiastic sponsors of a 
gov pm ment -nppoi n t cd 
commission currently 
drawing up corporate 
governance rules for 
domestic businesses. 

Some 2iu Spanish small 
savers are estimated to have 
invested in the bolsa In the 
post year's privatisations 
and Mr Fernandez- ArmMto 
casts himself in the rale of 
their guardian. 

He understands that If 
“people's rap it. il ism” is to 
work the interests of 
minority shareholders must 
be strictly safeguarded. The 
core shareholders and board 
members of Spain’s top 
companies all to often tend 
to ignore them. 

Tom Bums 


EMU • by David White 


Ready the fatted emu 


As the prodigal 
son of monetary 
union, Spain is 
ready to gorge on 
the euro 

There has never been much 
real debate about the euro in 
Spain. The project has been 
challenged only by isolated 
sceptics and by Communists 
unhappy with the external 
disciplines imposed by the 
Maastricht treaty. Spanish 
j opinion is broadly in favour 
of Joining, abandoning the 
peseta which has been the 
national currency since 1868. 

Achieving the targets for 
entry has become a mattes' 
of national self-respect Busi- 
ness is overwhelmingly con- 
vinced that whatever the 
problems of membership, life 
would be worse outside the 
euro. 

For Pedro Luis Uriarta, 
chief executive of Banco Bil- 
bao Vizcaya, monetary 
union stands to bring the 
biggest benefits to those EU 
economies which have his- 
torically been weaker. Euro 
entry for Spain, he says, is 
like “the parable of the prod- 
igal son in monetary terms”, 
with Spain the errant child. 

The question, still open 
until quite recently, was 
whether Spain would be able 
deliver a good enough per- 
formance on Its public defi- 
cit this year to qualify for 
J oining the single currency 
at the planned st&rt-up In 
January, 1999. 

Little more than a year 
ago, the Economist Intelli- 
gence Unit's conviction that 
Spain “could be in the first 
tier when Emu begins,” was 
regarded as an adventurous 
forecast. Even then, the EIU 
expected Spain to come 
above the strict deficit target 
of 3 per cent of gdp and was 
worried about Inflation pros- 
pects. Postponement of entry 
by a year seemed “a plausi- 
ble scenario". But Bank of 
Spain officials feared the 
negative impact of postpone- 
ment might keep Spain out 
for a decade. 

By trow, however, the 
authorities are firmly confi- 
dent the targets will be met 

thk year. 

irtfioHnn plummeted from 
a 12-month rate of 3.2 per 
cent at end of 1996 to 1.5 per 
cent in May, largely because 
of a fall in food prices. It has 
since climbed back to 2 per 
cent In ' September but. 


although Spain stands above 
the EU average, it is well 
within the target limit com- 
pared with its lowest- infla- 
tion partners. 

The government, which 
was aiming to hit the 3 per 
cent deficit target after 4.4 
per cent last year, now says 
the result for the year couid 
be less than 2.9 per cent, 
thanks to higher than expec 
ted tax revenues, and has 
trimmed its aim for next 
year to 2.4 per cent. 

On the looser require- 
ments for public debt Spain 
Is well outside the target of 
60 per cent of gdp, as are 
most of the other candidate 
countries, but this is not 
expected to be a barrier. 
After growing to close to 70 
per cent last year, the rate 
has been coming dawn to an 
expected 68-3 per cent at the 
end of this year and 67.8 per 
cent in 1998. Ironically, until 
1993, public debt was the 
only area in which Spain 
met the single currency 
requirements, failing in all 
the others - currency stabil- 
ity, deficit, interest rates and 
inflation. 

While it has managed to 
came into line, its success in 
doing so is very recent. 
There is concern that, once 
inside, Spain may face a rel- 
atively rapid increase in 
internal costs, affecting its 
competitiveness in sectors 
snch as tourism. How well it 
will cope with Increased 
competition without being 
able to count on exchange 
rate adjustment is still open 
to question. 

One of the warning voices 
is Miguel Boyer, a former 
Socialist finance and econ- 
omy minister, who questions 
whether Europe is “sum- 
ciently homogeneous” to be 
ready for emu. 

He warned at a conference 
before the summer that the 
euro would require 
"extreme” discipline in 
prices, wages and labour 
conditions. “If we deviate in 
prices in. a lasting way, or it, 
unit labour costs, the only- 
way of adjusting is recession 
and an Increase in unem- 
ployment” 

A study earlier tiiis year 
by Arthur Andersen and 
Spain's Institute of Eco- 
nomlc Studies (IEE) said the 
euro would be favourable 
"only if the economy is caps- 
ble of working in such a war 
as to guarantee increases in 
corporate costs less than 
those of the main trading 


partners, ff this is not the 
case, the ousts of integration 
will in- substantially higher 
than the henefits. at least in 
the short term." 

On tin* oilier fund. tbc 
report argued Hut the Maas- 
tricht convergence require- 
ments were necessary to 
ensure growth in wealth and 
jobs, •if Maastricht did not 
exist, the Spanish economy 
would Jure had t«» invent 3 
similar treaty to achieve the 
same ends." 

The financial sector stands 
to be the most affected by 
the changeover. Banco Cen- 
tral Hispano made an initial 
estimate of adaptation costs 
for the sector of PtalSObn 
tSI.2bn). mainly in computer 
systems, although some 
more recent studies have 
suggested the bill might he 
substantially lower. In addi- 
tion. it reckoned the euro 
would mean on annual loss 
of PtafMbn of business for 
Spanish banks in areas such 
as foreign exchange. This 
would, however, be offset by 
the advantages of a more 
attractive currency, higher 
growth, increased credit 
demand, more integrated 
“^ancial markets and over- 
feas demand for euro-rienom- 
mated assets. 

The Arthur Andcrscn/IEE 
re -P° rt saw Uie t-uro bringing 

a big increase in competition 
for services and products 
related to foreign transac- 
tions. It also expected that 
Dig corporations and insti- 
tutions and. above all. multi- 
nationals win abandon 
domestic capital markets in 
s-wu-Hi f ,r tin* most liquid and 
efficient markets which can 
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MM I S SURVEY 


Mon-: 


ovemoer 



Chirac and the centre right are now 
sidelined. But, says Robert Graham, 
the new premier must not pursue 
left-wing dogma above pragmatism « 

Tough tests for 
socialist master 


Lionel Jospin ty^s surprised 
everyone - except perhaps 
himself - with, his h»m<ning 
of France these past five 
months as premier. 

Although he came to 
power after an unexpected 
election victory at the head 
of an awkward coalition 
with Communist partners, 
the Socialist leader ha« 
deftly steered through a 
complex array of issues. The 
delicate relationship with 
President Jacques Chirac 
has evolved to his advan- 
tage. Cohabitation with a 
centre-right head of state 
has not seriously inhibited 
the policy-making of this 
avowedly left-wing govern- 
ment 

In some senses. Mr Jospin 
has been lucky. He inherited 
an economy on the verge of 
recovery, displaying a strong 
export performance on the 
back of a weaker franc. The 
problem of the much-expec- 
ted conflict with President 
Chirac has been eased 
because the head of state’s 
authority was badly punc- 
tured by the failure of his 
gamble on an early election. 
The centre-right parties that 
formed the previous govern- 
ment, and which take their 
cue from President Chirac, 
have become a demoralised 
shambles. 

Bereft of any ideological 
platform, their political 
space is being constantly 
eroded by the hard right 
National Front, giving Mr 
Jospin greater scope to 


appeal to the centre. Within 
the government, the Com- 
munists have xrtartp ft dear 
they win not use their cru- 
cial votes to rock the boat. 

Mr Jospin could have 
tripped badly on the disrup- 
tive truckers strike But he 
emerged earlier thfc month 
from his first test erf indus- 
trial relations with his repu- 
tation enhanced as a cool, 
skilful politician. honey- 
moon with the electorate 
may be over, with his 
approval ratings hovering 
just below 55 per emit, but 
no-one would deny that he 
has imposed a welcome note 
of sobriety on government. 

His upright appearance 
and sincerity contrast 
starkly with the apparent 
arrogance that cost Alain 
Juppe, his centre-right pre- 
decessor, the election. 

He has stuck to his elec- 
tion manifesto, honouring 
most of his pledgee. 

Provided the prime minis- 
ter does not pursue an 
overly dogmatic Socialist 
approach, this new sobriety 
could help France face a 
period of important change. 

At present, change is 
being imposed from outside 
by two interlocking develop- 
ments: the introduction of 
the European single cur- 
rency and France’s determi- 
nation to be among the hard 
core of those joining the 
euro; and the globalisation 
of the economy. 

France is being-obliged to 
rethink the traditional 


model of its economy, which 
is dominated by the public 
sector and conditioned by a 
strong belief in an interven- 
tionist state. Of all the lead- 
ing European countries, 
France has done least to 
adapt to deregulation and 
reduce the presence of a 
costly state apparatus. The 
belief persists that a 
uniquely . French solution 
can be found to the twin 
challenges of European Mon- 
etary Union (Emu) and a 
highly competitive interna- 
tional marketplace. 

Mr Jospin's election mani- 
festo contained sufficient 
provisos on Emu to permit 
him to hold France hark and 
overturn the previous gov- 
ernment’s enthusiastic 
embrace of the single cur- 
rency. Apart from the gen- 
end French concern at Ger- 
man hegemony, the Jospin 
adminis tration mistrusted 
the growing “Maastricht 
orthodoxy" - that good bud- 
getary discipline should be 
at the expense of economic 
growth. 

The manifesto therefore 
insisted an four conditions: 

• Italy and Spain be part of 
the euro zone; 

• political control be exer- 
cised over EU economic pol- 
icy when the new European 
Central Bank was opera- 
tional; 

• the euro should avoid 
being overvalued against the 
dollar and yen; 

0 tight monetary and fiscal 
policies should not be at the 



trr j*»n<B> of job creation. 

Much to the relief ctf the 
business co mmuni ty, and 
Bonn, however, Mr Jospin 
quickly cleared the doubts 
about France’s participation 
in Emu. Hie difficult deci- 
sion was taken before any of 
the four conditions stipu- 
lated bad been met; and the 
extent to which they will 
ever be fully satisfied is still 
unclear, the matin question 
pi ark hanging over the 
“Club Med” participants in 
the euro. Nevertheless, 
France is now locked into 
close alignment with Ger- 
man monetary policy and all 
that thro rmplfes far the sen- 
sitive topic of interest rates. 

The decision to press 
ahpad with joining Emu h«« 
made necessary an austerity 
budget that ensured France 
respected the convergence 
criteria laid down by the 
Maastricht treaty. Hie 1998 
budget presented in Septem- 
ber alms to hold the deficit 
to 3 per cent of GDP. This is 


the top end of the dafirit tar- 
get for potential single cur- 
rency members. But it 
underlines both Mr Jospin's 
gradualist approach and his 
desire not to alienate his 
electorate. 

The budget squeezes busi- 
ness with farther taws and 
relies little on parorne struc- 
tural adjustment The spend- 
ing cuts have come where it 
Is easy far a left-wing gov- 
ernment to swing the axe 
(and where the old Gaullist 
grandeur looks most vulner- 
able) - defence procurement 
Mr Jospin has also intro- 
duced a modest reform of 
the deficit-laden social secu- 
rity system, which the previ- 
ous centre-right politicians 
shied away from. 

The most controversial 
reform has been the intro- 
duction of means testing for 
family allowances, which 
has proved difficult far Jos- 
pin’s Communist allies to 
digest 

The absence of structural 


adjustment measures in the 
budget could expose the gov- 
ernment to problems should 
there be fall-out from the 
Asian turmoil and should 
France fail to meet next 
year’s 3 per cent growth tar- 
get With fiscal pressure so 
high, the government cann ot 
resort to further tax 
increases without depressing 
demand and frightening 
investors. 

On privatisation, the dif- 
ference between Mr Jospin 
and Mr Jopp6 has been more 
of farm than substance. The 
programme has been slowed 
but the partial sell-off of 
France Telecom, the state 
telecoms group, has gone 
ahpad. The fate of state con- 
trolled Thoms on-CSF. the 
defence electronics group, 
has been decided. The deci- 
sion to let an all-French 
group to take control, led by 
Alcatel-Alsthom, the tele- 
coms and engineering com- 
pany. has been criticised as 
a “Franco-French" solution 


when the defence industry 
needed a European response. 
But previous governments 
had even failed to reach the 
sell-off phase and almost by 
stealth the state has gone 
below a 50 per cent holding, 
leaving the new manage- 
ment a freer hand. 

The government has 
appeared at its most doctri- 
naire In respect of its elec- 
toral pledge to introduce a 
35-hour working week to cre- 
ate a more humane work 
environment and in its belief 
that shorter working hours 
generate more jobs. 

Much to the unions' 
delight and to the employ- 
ers' dismay, the government 
last month announced it 
would introduce legislation 
by the year 2000 for the 35- 
hour week. 

The decision was imposed 
upon employers even though 
there was a notional tripar- 
tite negotiation. Jean Gan- 
dois. the head of the Patro- 
nat, the employers’ 


federation, resigned in pro- 
test This fracas has encour- 
aged the impression that Mr 
Jospin is anti-business and 
oat of touch with economic 
trends. Indeed, it is over the 
approaches to bringing 
unemployment down from 
its obstinately high 12£ per 
cent that French socialism 
diverges most from the ideas 
of New Labour in Britain: 
Mr Jospin still refuses to 
accept the key to solving 
High French unemployment 
is a more flexible labour 
market 

A close reading of the 35- 
hour week project suggests, 
however, that the govern- 
ment has given itself greater 
room far manoeuvre than is 
immediately apparent The 
text is ambiguous, excludes 
small employers and side- 
steps the vital issue of pay. 
This, after all, is a govern- 
ment aiming for two terms. 
And to succeed in this objec- 
tive pragmatism must tri- 
umph over dogmatism. 
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At the service of international performance 
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SOLVING'S projects are geared towards achievement of outstanding performance and strengthening 
companies'competitive position. 


SOLVING is an international consultancy of a size that can permit major assignments whilst retaining a 
personal approach to dient relations. 


SOLVING consultants accompany major strategic reorientations, company mergers and in substantial 
profitability improvements. 


Through the pragmatism of fts approach and the high level of its assignments, SOLVING offers excellent 
career development opportunities to candidates with management potential. 


To become port of one of our teams, you will need strong leadership ability, a successful professional career 
to date, language dulls (minimum bilingual french/englfsh}, and to possess the following qualities : 


* understanding of business environment, 

■ open and creative mind, 

■ analytical skills and intellectual discipline, 

■ excellent communication skills and aptitude to promote change. 


If you feel you correspond to the above profile, send your CV to SOLVING INTERNATIONAL, 
attention of Yves HOMBREUX - 1 44, avenue des Champs-Etysfes - 7 5008 fttris - FRANCE. 
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fjHjTICS* by David Owen 


Left-wing premier, far-right threat 


The fel l of the Even 60016 insid ' 

. ,, era admit to being surprised 

mainstream right by the left's victory, but Mr 
increases fears of Chirac,s blunder has been 

•a t- ^ compounded by what has 

a National Front happened since. 

breakthrough First, Mr Jospin has made 

“ the most of his unexpected 

It was an act of supreme opportunity, drawing on his 
political misjudgment. And considerable experience of 
it has left President Jacques government in past Socialist 
Chirac, for now, an increas- administrations to make a 
mgly peripheral, restless and competent, methodical start 
isolated figure. to his ape II in the Matignon. 

April's decision by Less than six months into its 
France's Gaullist president term in office, his govern- 
to call a snap general elec- ment fras already handled a 
tion, nearly a year ahead or succession of delicate dos- 
the date when it was origi- siers - some of them botched 
nally scheduled to take by its centre-right predeces- 
place, turned French politics sor - without serious mis- 
on its head. Far from hap. What is more, it has 
entrenching a centre-right done so without compromis- 
parllamentary majority for ing Mr Jospin's personal rep- 
the remainder of his seven- utation for thoroughness 
year presidential term, and decency- This is in stark 
which runs until 2002, Mr contrast to the arrogance 
Chirac handed power to the and aloof intellectualism 
resurgent left sometimes conveyed by the 

Lionel Jospin's Socialist previous administration of 
party did not win sufficient Alain Juppe, 
seats for an overall majority Second, the economy has 
in the 577-seat National turned up- Not dramatically. 
Assembly. But it did well and not yet enough to erode 
enough to seize power with significantly the country’s 
the support of its Commit- chronically high unemploy- 
nist and Green coalition ment rate. But enough to 
partners. This has left Mr ease the mood of national 
Chirac facing the uncomfort- despondency that had set in 
able prospect of a long over the previous IB months, 
period of “cohabitation” This has slightly increased 
with a government of a dif- the government’s room for 
rerent political stripe. manoeuvre as it tries to bai- 


by its centre-right predeces- 
sor - without serious mis- 
hap. What is more, it has 
done so without compromis- 
ing Mr Jospin’s personal rep- 
utation for thoroughness 
and decency. This is in stark 
contrast to the arrogance 
and aloof intellectualism 
sometimes conveyed by the 
previous administration of 
Alain Juppe. 

Second, the economy has 
turned up- Not dramatically, 
and not yet enough to erode 
significantly the country’s 
chronically high unemploy- 
ment rate. But enough to 
ease the mood of national 
despondency that had set in 
over the previous IB months. 

This has slightly increased 
the government's room for 
manoeuvre as it tries to bal- 




Le Pen (left) is expected to consofidate his position in regional elections next March. MeanwMc, the 
RPR’s Seguftr (right) Is trying to bring National Front com arts back into the Gaul fist fold 


ance campaign promises to 
boost consumption and put 
many of the country's more 
than 3m unemployed back to 
work with the need to run a 
tight enough financial ship 
to ensure France qualifies 
for European economic and 
monetary union. 

It may also further have 
demoralised the centre-right; 
beaten election candidates 
must be wondering if the 
electorate's more upbeat 
mood would have enabled 
them to stave off defeat if 
the president bad waited. 

The government’s early 
sure-footedness is all the 
more striking given the 


requirement for Mr Jospin to 
pay a certain amount of 
attention to the views of the 
Socialists' coalition partners, 
notably the hard-left Com- 
munists who supply 33 MPs 
and three ministers. 

But the strength of the 
Communists' position should 
not be overestimated. Their 
power to walk out of govern- 


when it last participated 
directly in a French govern- 
ment in the 1980s. 

While the centre-right - 
divided as ever between the 
nationalistic ctatiszne of the 
Gaullist RPR and the decen- 
tralised liberalism espoused 
by the UDF - attempts to 
come to terms with Its dev- 
astating defeat, the hard- 


ment and strip Mr Jospin of right National Front revels 
his parliamentary majority in its good performance at 


can be used once and once 
only. For that reason, it is 
unlikely to be exercised 
lightly. Moreover, commen- 
tators note that the Commu- 
nist party today is both more 
moderate and weaker than 


the polls. 

With 15 per cent of the 
popular vote in the contest's 
first round, the party of 
Jean-Marie Le Fen actually 
outpofled the UDF by 182,000 
votes and was hard on the 


heels of the RFR’s approxi- 
mately 16 per cent. 

In spite of the economic 
upturn, which will probably 
cost it some votes, and the 
ageing Mr Le Pen's waning 
ihetorical powers, the party 
is now widely expected to 
consolidate its position, in 
France's regional elections 
in March. The elections are 
by proportional representa- 
tion, which should help the 
National Front’s cause. Cer- 
tainly, the mainstream par- 
ties can hardly hope that the 
outcome will be as lopsided 
in terms of seats per vote as 
it was In the general elec- 
tion. Then, the National 
Front’s 15 per cent of the 
first-round vote yielded pre- 
cisely 0.17 per cent of the 
seats. Only one National 
Front MF, Jean-Marie Le 
Chevallier, was ultimately 
elected, tat the southern port 
city of Toulon. 

The local elections look set 
further to underline the dis- 
array of centre-right. If only 
because it controls such a 
high proportion (20 out of 22) 
of the metropolitan regions 
at the moment Commenta- 
tors are currently naTitng far 
this figure to foil by between 
a third and a half, although 
much is likely to depend on 
whether the Jospin govern- 
ment can steer its way 
through another four 
months without slipping 
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from Its pedestal 

It is one of the peculiari- 
ties of the French system 
that Mr Chirac, nominally 
the senior figure of the cen- 
tre-right, is severely limited 
In his ability to indulge in 
party politics by the conven- 
tions of office, frt such cir- 
cumstances, prospects of a 
longer-term upturn in the 
mainstream right’s fortunes 
will hinge In large measure 
on. the success of . efforts by 
Philippe Sdguin, the new 
RPR president, to coax back 
to the fold some of those dis- 
illusioned Gaullists who 
have evidently switched to 
the National Front. 

A heavy smoker whose 
rumpled but reassuring 
demeanour and slightly pon- 
derous popular touch are a 
world away from the. techno- 
cratic airs of Mr Juppe, his 
predecessor as RPR presi- 
dent, Mr SBguin is probably 
the right man for the job. 
His reputation as France's 
foremost Eurosceptic will 
certainly go down well with 
the majority of National 
Front supporters. Although, 
as a good democrat, he 
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accepts the verdict of 
France's 1992 Maastricht ref- 
erendum in which he led the 
unsuccessful “No" cam- 
paign, he still maintained in 
this year’s general election 
campaign that Maastricht 
was “a very bad treaty". 

But Mr S6gum will find it 
difficult to woo back sup- 
porters unless he can per- 
suade the leading lights of 
his own party to pull, 
together more effectively- He 
is not known as a natural 
conciliator. Consequently, 
many believe he will find 
this task difficult 

At a time when many 
expected the mainstream 
right to be cementing its 
dominance of the French 
political scene until the 
early years of . the new mil- 
lennium, it rem ains highly 
uncertain whether it can be 
resurrected as a really effec- 
tive force without a more 
profound restructuring than 
anything yet seriously con- 
templated. In the meantime, 
there Is an uneasy sense that 
the National Front is on the 
verge of an important break- 
through. 


FOREIGN POLICY • by Robert Graham 


The ‘different drum’ jars 


The traditional 
tendency to take 
an independent 
line now looks 
anachronistic 

No sooner had Denis Sassou 
Nguessou emerged trium- 
phant from the recent 
bloody civil war in the 
Congo Brazzaville than did 
Elf- Aquitaine, the French oil 
company. Inform the world 
its chairman, Philippe Jaffre, 
had already held a meeting 
with the new African leader. 

The event had all the 
appearances of the days of 
French colonial influence in 
Africa. Elf is the biggest oil 
operator in- Congo and 
had established close ties 
with Mr Sassou Nguessou 
dtugng the 12 years he ruled 
this central African nation. 
His, departure in 19W led to 
theropening up or the territo- 
ry's hydrocarbon and min- 
eral wealth to non-French 
multinationals. 

Even when out of power. 
Elf had maintained links 
with Mr Sassou Nguessou, 
who was both well con- 
nected with the Dos Santos 
government in oil-rich 
Angola and the son-in-law of 
Omar Bongo, president of 
Gabon, where Elf also has 
interests. 

The return of Mr Sassou 
Nguessou. who counts Presi- 
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dent Jacques Chirac among 
his friends, is certainly a 
boost to French influence in 
the region. In the final 
stages of the civil war. the 
French ambassador, pro- 
tected by special French 
forces, was the only western 
diplomat to remain through- 
out the conflict. 

Yet. if France has been a 
beneficiary of events in Braz- 
zaville. thing s are changing. 
Observes one European dip- 
lomat: "This was a classic 
case where France would 
have sent in troops even a 
couple of years ago; but U 
didn’t because it no longer 
believes It can play that kind 
of interventionist role - at 
least not alone.” 

-.^Afcthe Quai d'Orsay. diplo- 
mats confirm that in central 
and west Africa relations are 
being redefined. France is in 
the process of an important 
policy shift The doctrine of 
unilateral military interven- 
tion is being quietly 
dropped. The whole issue of 
the risks of external inter- 
vention has been evident 
since the ill-fated US inter- 
vention in Somalia in 1992. 

The emphasis is now on 
conflict prevention and, 
should intervention be nec- 
essary. the first stage is seen 
best conducted through Afri- 
can regional forces. If neces- 
sary. financial, logistical and 
technical assistance will be 
given to such forces. 


ism* 


At present France has 
some 9.000 military person- 
nel based in six countries - 
Chad, Central African 
Republic, Gabon, Ivory Coast 
and Djibouti - but this con- 
tingent is expected to be 
halved, accompanied by an 
end to married-quarter garri- 
son living. All troops will be 
single and rotated on a three 
to four month basis. 

Although the decision has 
come from the Jospin admin- 
istration, the need was set 
years before. The end of the 
white regime in South 
Africa, the fan of the Berlin 
Wall, the problems of the 
Francophone zone’s cur- 
rency peg and financial con- 
straints all undermined the 
paternalistic and exclusive 
post-colonial French pres- 
ence. 

The new reality was high- 
lighted earlier this year with 
the collapse of the govern- 
ment of France's long-stand- 
ing ally General Mobutu in 
Zaire. 

In recognition of this 
changing world, foreign min- 
ister Hubert Vddrine made 
the point, while on his first 
Africa trip this autumn, of 
going first to English-speak- 
ing South Africa, before fly- 
ing on to Ethiopia, seat of 
the Organisation of African 
Unity. It remains, however, 
to be seen how much Paris is 
willing to coordinate poli- 
cies in the conflict preven- 
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tion area with the US and 
the UK. France is likely to 
feel more committed cm the 
ground for some time to 
come, and officials a dmi t 
Africa still exercises an 
unduly large shar e of foreign 
policy attention compared 
with the priorities of other 
EU countries and the US. 

At a global level, the Jos- 
pin government has yet to 
spell out the impact on 
France's foreign policy of 
reducing overall military 
expenditure, the ending of 
its role as the gendarme of 
Africa and closer integration 
with Europe through mone- 
tary union. In theory, policy 
will become more finely 
focused. This, in turn, must 
pose serious questions about 
the value of maintaining an 
independent nuclear deter- 
rent - the core of post-war 
Gaullist ideology. 

Moves by France to inte- 
grate with Nato's military 
structure have come adrift 
on tbe issue of the command 
of the alliance's southern 
flank in the Mediterranean. 
The US refused to give way 
to France's pressure for a 
non-American fie. a French- 
man) to hold the command 
post As a result. France has 
said it makes no sense to be 
part of Nato's military struc- 
ture even at a time when the 
alliance is itself changing to 
incorporate new members 
from the former Warsaw 
Pact. Such a posture has 
been adopted despite the 
presence or French peace- 
keeping troops in Bosnia and 
Albania, which has been to 
Nato's benefit. There has- 
also not been any clear push 
to develop further military 
co-operation through the 
Western European Union 
(\VEU>. once seen as a Euro- 
pean alternative to Nato. 

This suggests that France 
will seek to preserve an inde- 
pendent stance where possi- 
ble and as a result will expe- 
rience increasing difficulty 
in reconciling attachment to 
national sovereignly with a 
commitment to deepen Euro- 
pean integration. French 
Independence has been most 
evident on policy towards 
the middle east. France 
sided with Russia against 
the US at the United Nations 
over the issue of continuing 
sanctions against Iraq. It 
also ignored US pleas to 
avoid oil deals with Iran. 

The country's most signifi- 
cant alliance is with Ger- 
many. The Jospin govern- 
ment hesitated in deciding 
whether to press ahead with 
the Jupp& Chirac endorse- 
ment of the monetary union 
timetable, and even holds 
some doubts about Emu 
itself. But the decision to 
endorse the timetable for tbe 
single currency was taken in 
the first weeks of office, 
underscoring Paris’s desire 
not to undermine the Fran- 
coGerman alliance. 

Arguably, the Franco-Ger- 
man alliance has been 
reinforced by the UK's wait- 
and-see attitude to joining 
Emu. But tbe real test of the 
ties between Bonn and Paris 
could well be over whether 
or not to admit Italy to tbe 
first wave of countries in tbe 
euro. Mr Jospin said at the 
outset France would cham- 
pion Italy's membership. But 
the Germans remain set 
against the inclusion of 
Italy, in order to avoid a 
weaker euro. 
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Africans campaign far residency documents: conservative est ima te * put the number of people without work permits at 300^00 Encana* 


IMMIGRATION « by Robert Graham 


Delicate balancing Acts 


New legislation 
aims to respect 
the liberal cause 
without playing 
into racists’ hands 

When French intellectuals 
reach for their pens to sound 
off about on an issue, it is 
time to take note. 

This autumn, 1,300 artists, 
cineastes and writers put 
their names to a petition 
calling for a full-scale regu- 
larisation of the “sans-pa- 
piers" - immigrants who 
live in France without the 
correct residency docu- 
ments. The move was 
designed to put pressure on 
the Jospin government to 
adopt the most humane poli- 
cies towards the thousands 
of immigrants who are based 
illegally in France but who 
have every intention of stay- 
ing and, probably, becoming 
French citizens. 

The Initiative came at a 
sensitive moment, when the 
government was trying to 
raise support for legislation 
on immigration. Intellectuals 
bad already protested 
against the ruling centre- 
right's increasingly rigid 
stance on immigration and 
deportation in 1995. Indeed, 
it was the need to navigate 
between the minefield of 
right-wing anti-immigrant 
prejudice and the left's all- 
embracing welcome of tbe 
'‘sans-papiers" that led Lio- 
nel Jospin to appoint a spe- 
cial commission almost 
immediately after taking 
office in June. The commis- 
sion. headed by sociologist 
Patrick Wiel, delivered its 
report at tbe beginning of 
August and its findings are 
the basis of draft legislation 
now under discussion. 

“We hare to reconcile two 
basically different political 
attitudes towards Immigra- 
tion, 1 * says a senior interior 
ministry official responsible 
for policy. "The left has 
tended to see the issue in 
terms of human rights and 
dignity of the person; the 
right approaches the issue 
from the pressures that 
immigration place' on jobs, 
crime, health and housing.” 

Although the Socialist-led 
government is naturally 
sympathetic to the tradi- 
tional left view, it cannot 
ignore political reality. Any 
false step gives ammunition 
to the right. Thus the gov- 
ernment is anxious to avoid 
inflaming the immigration 


issue and playing into the 
hands of the hard right 
National Front without 
alienating its own electorate. 
The balancing act explains 
why government policy has 
aroused the criticism of 
intellectuals and caused 
such agony cm the left 

According to the 1990 cen- 
sus, there were 3.6m people 
of foreign extraction in 
France, equivalent to 7.4 per 
cent of the population. Of 
these, 2.9m were bom abroad 
and 700,000 bom in France. 
A further L3m people bom 
abroad had acquired French 
nationality. 

The extent of illegal immi- 
gration continues to be a 
matter of guess-work, how- 
ever. When the government 
announced on June 24 more 
flexible rules for residence 
permit registration, it clearly 
underestimated the level of 
response. When the deadline 
closed at the beginning of 
November, almost 150,000 
had applied. Previously, the 
authorities had believed the 
celling would be well under 

100.000. This estimate was 
made on the basis of nearly 
100,000 foreigners being 
naturalised each year under 
the old legislation. 

As to those In the country 
without work permits and 
liable to be expelled, the esti- 
mates vary from 300,000 to 

500.000. People no longer 
come solely from France's 
former francophone colonies. 
China and the Indian sub- 
continent as well as eastern 
Europe have begun to pro- 
vide a flow of low cost 
labour. 

The big policy innovation 
has been to focus first on the 
large number of people who 
are technically in the coun- 
try illegally but cannot be 
expelled. This refers to long- 
time residents of France who 
do not possess the correct 
documentation, but who 
have one family member 
who bos French citizenship. 
This is part of a more gen- 
eral policy, to be covered by 
law, of facilitating family 
reunions. Those without 
family ties must demon- 
strata to the local authorities 
their ability to support them- 
selves and their degree of 
integration Into , the commu- 
nity. 

These groups were those 
given until November to 
apply for tegularisation 
through the Issue of resi- 
dence permits. 

The new immigration leg- 
islation will be contained in 


two laws due to be approved 
by the end of the year or 
early 1998. One will cover 
entry and work conditions, 
the other nationality. 
Despite pressure from the 
left, the government plans to 
retain the system of housing 
certificates, which are issued 
to a foreigner and identify 
their lodging. However, the 
responsibility for their issue 
will devolve from the prefect 
to the mayor, and an appeals 
system win be put in place 
for those refused certificates. 

The government has 
brushed aside criticism from 
intellectuals over retaining a 
rather vague right to deny 
papers to those who are a 
threat to public order. This 
means that even people 
notianally protected from 
expulsion - such as parents 
of a child with French 
nationality - can be 
deported. Against this, resi- 
dence permits based on fam- 
ily reunions or marriage 
with French nationals will 
be easier. 

The new law raises the 
penalty for organised traffic 
in illegal immigrants from 
five years imprisonment to 
10. along with a heavy fine. 
On deportation, the govern- 
ment is proposing to 
increase the time a deportee 
remains in detention while 
the case is considered from 
10 to 12 days. 

Asylum laws will be 
extended not just to those 
who are feeling oppression 


from the state. With the vio- 
lence in Algeria much to the 
fore, sanctuary will be 
Offered to those who can 
prove their life is a risk from 
non-state groups (such as 
Islamic fundamentalists). 
The easing of asylum rules 
has also been accompanied 
by a rethink on tbe admis- 
sion of foreign students to 
encourage more overseas 
students. 

The new national draft 
law. meanwhile, seeks to 
resolve tbe problems raised 
by those children born on 
French territory of non- 
French parents. If approved, 
the new law will allow such 
children to acquire French 
nationality at the age of 18 - 
provided they have lived a 
minimum of five years in 
France since the age of n. 
The parties in both govern- 
ment and opposition are 
likely to introduce some 
changes. But the govern- 
ment believes the essence of 
its legislation is unlikely to 
be modified. 

Under the appearance or 
being much more liberal, the 
new laws seek to iron out 
anomalies and render the 
system more h uman e. They 
will not, as the National 
Front fears, open the flood- 
gates to foreigners. There is, 
however, little attempt to 
ensure immigrants are inte- 
grated better within society, 
which Is the main source for 
the National Front’s racist 
rhetoric. 
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ECONOMY • by Robert Graham 


Confidence yes, complacency no 


Government spending 


Growth has 
fuelled optimism 
but structural 
change cannot be 
ruled out 

France’s economic recovery 

is gathering pace. 

The finance ministry 
exudes optimism and in its 
latest assessment believes 
the pick-up is stronger and 
quicker than expected. - 

Such positive sentiment 
appeals to be borne out by 
the October survey of busi- 
ness opinion. This showed 
confidence in sustained 
demand, and businesses 
talked oi' the positive impact 
of global demand, which 
they expected to continue 
through the fourth quarter 
of the year. 

If the final quarter bears 
out such sentiment, then the 
economy should achieve 
growth of 2.3 per cent this 
year. In turn, this should 
help the government reach 
or surpass its projected 3 per 
cent far 1998. 

The main push behind 
growth has come from an 
exceptionally strong export 
performance on the back of a 
weaker franc. Domestic 
demand has been modest, 
despite family incomes 
increasing to almost double 
the rate of inflation - which 
has touched a three decades 
low of 13 per cent. In part, 
the shape of family spending 
can be explained by the dis- 
tortion last year of the incen- 
tives to buy cars, which 
induced a false boom in the 
automotive sector. This 
tailed off sharply once it 
ended in September 1996. 
People are also currently 
bolding on to cash in the 
absence of a feel-good factor. 

Export-led growth - is 
reflected in the remarkable 
trade surplus being accumu- 
lated this year. In the first 
eight months, the surplus 
has almost topped Ffrll5bu 
and could well be at a record 
at year-end. This is unlikely 
to be maintained next year 
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at quite the same rhythm, 
although the. authorities 
hope domestic demand will 
offset any drop. in exports. 

The latest business opin- 
ion surveys largely exclude 
the turmoil in Asia and do 
not take account of the 
impact of the French truck- 
ers strike. In recent days a 
number of economists has 
begun to express a note of 
caution. Even if the situa- 
tion settles, French manufac- 
turers could well feel the 
nh-ni from Aslan markets 
where contracts have tended 
to be priced in US dollars. 

The effect of the truckers’ 
strike is likely to be mare 
subtle: felt more at the level 
of investor confidence about 
the role of the government 
in regulating the economy 
and about the relationship 
between capital and labour. 
The attitude of business 


towards new investment is 
crucial. Corporate earnings 
this year have been excep- 
tionally strong atid these is 
considerable scope to re-in- 
vest profits, even though 
mrn paniftt complain that the 
1996 budget is tightening the 
fiscal squeeze to unaccept- 
able levels. Capacity utilisa- 
tion in industry is now 
approaching 86 per cent. 
- Industrialists recognise that 
if tiie until now hesitant 
domestic demand gathers 
pace then new inves t ment at 
hone - or abroad - will be 
necessary. 

Business is still digesting 

the government's decision to 
introduce by law a 35-hour 
working week by the year 
2000. The immediate reaction 
from the employers federa- 
tion the Patronat to this dtri- 
giste approach was 
g T i Tgmrty hostile. Industrial- 


ists complained it put 
France in a strait-jacket at a 
time of deregulation. But 
because the government 
project remains vague the 
more sanguine now believe 
there is room for manoeuvre. 

The government recog- 
nises that without new 
investment from the private 
sector, job creation - a cen- 
tral electoral plank - will be 
diasppointing. Unemploy- 
ment remains obstinately 
high at 123 per cent and 
independent economists 
project only a marginal 
improvement next year. 

Business decisions on 
investment could also be 
influenced by a further 
upwards swing in interest 
rates. Short-term rates are 
ali gned with those in Ger- 
many and it Is clear the 
Bank of France is deter- 
mined to walk in unison 


with the Bundesbank to sig- 
nal its commitment to a 
strong euro. 

The point was made force- 
ftiDy last month when the 
two central banks raised 
their intervention rates 
together. In the case of 
France it was by 20 basis 
points: Germany's move was 
by 30 basis points, but both 
aligned at 330 par cent. The 
Bank of France talked about 
a pre-emptive strike against 
inflation 18 months to two 
years down the fine. Admit- 
tedly, there were some wage 

nlafana planned and inflation 

was probably at the bottom 
of the cycle (next year it is 
projected at an annualis ed 
L4 per cent). Nevertheless, 
with inflation so low, the 
real motive for the move was 
seen to lie in the politics of 
tiie run-up to the introduc- 
tion of the giug le currency. 


The rate rise was unwel- 
come to the government and 
a further movement 
upwards would be even 
more so. Higher interest 
rates, combined with lower 
than projected inflation next 
year, would disrupt the 1996 
budgetary calculations. Next 
year's budget is aiming- to 
bring the deficit down from 
3.1 per cent of GDP to 3 per 
cent. This is the top limit of 
the criteria laid down by the 
Maastricht treaty. 

The government has 
avoided structural measures, 
preferring fiscal weapons to 
spending cuts in its first 
budget presented this Sep- 
tember. Taros on businesses 
have gone up and the heavy 
deficit in the social security 
system will be lowered from 
F£rs25bn to Ffrsl2bn fry rais- 
ing flu* general welfare tn v 
(CSG) introduced in 1991 by 
four perce n tage points to 73 
per cent Savings have been 
made by slashing defence 
outlays and holding down 
total state spending to expec- 
ted inflation of 1.4 per cent 
The deficit has also been 
helped by the aneoff opera- 
tion of transferring to 
receipts the France Telecom 
pension fund. 

When it took office the 
Jospin administration under- 
stated the pick-up in growth 
that had begun in the first 
quarter under the previous 
government. The special 
July audit ordered by pre- 
mier Lionel Jospin was 
overly pessimistic. Whether 
this was accidental - or 
deliberate as suspected by 
the opposition - the eco- 
nomic team under Domini- 
que Strauss-Kahn acquired a 
wider marg in of manoeuvre 
for the 1998 budget 

Now the government is in 
the opposite position of 
talking up the recovery. It 
may well be justified. But if 
it is wrong and the negative 
variables come into play, 
there will be little room for 
budgetary manouevre other 
than more painful and politi- 
cally sensitive structural 
measures. 
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Debts to juppe 


Alain Jupp& has become a 
much ridiculed figure in 
France.sluce President 
Jacques Chirac’s decision 
to call a snap 
parliamentary election 
. ended In disaster for the 
centre right. But the former 
prime minister will be 
owed a considerable debt of 
gratitude by his fellow 
citizens if, as now seems 
likely, France is deemed to 
have reduced its public 
deficit sufficiently to ' 
qualify this year for the 
single European currency. 

The Jospin government 
expects its 1998 budget to 
change what seemed to be 
one of life's few certainties: 
that French state spending 
would increase, every year, 
by mere than inflat ion. But 
it was the Juppe 
government’s 1997 budget 
that aimed to break the 
back of the problem, 
limiting the real-terms 
increase in general budget 
expenditure to 0.19 per 
cent, against 235 per cent 
the previous year - and 
this in the runup to an 
election originally set for 
Marcfa 1998. 

- Jospin government 
officials point out - 
legitimately - that, in the 
event, there was some 
slippage from the original 
1997 plan. This was 
quantified at between 
FFrl2bziand FFraobn by an 
independent audit of public 
finances commissioned by 
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the new government. 

But even if FFrlBbn (the 
midpoint of this range) Is 
added to the original 
spending total, the 
real -t er ms increase from 
1996 levels would rise only 
to 1 per cent or so. In any 
case, the Juppd government 
emphasised that it would 
not shrink from new 
austerity measures if they 
were deemed necessary to 
hit its deficit target. 

Of course, it is perfectly 
possible to admire Mr 
Juppe's courage while still 
recognising that his 
government’s spending 
squeeze may not have been 
the most politically astute 
way of addressing France’s 
deficit problem. The 
national gloom that the 
policy contributed to was a 
big factor in his defeat. 

David Owen 
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EMPLOYMENT 


by Andrew Jack 


Jospin's most challenging job 


Cutting the rate 
of unemployment 
could depend on 
politically 
sensitive moves 

If there is one promise more 
than an; other on which 
France’s new government 
has staked its reputation, ft 
is to reduce the country’s 
heavy harden of unemploy- 
ment 

Like the centre-right presi- 
dent Jacques Chirac during 
his election campaign in 
199^, Lionel Jospin, the 
Socialist prime minister, 
made employment the cen- 
tral pillar of his manifesto. 

Tbe challenge is consider- 
able. Officially, unemploy- 
ment currently stands at the 
near record level of 12.5 per 
cent or about 3.5m people. A 
report commissioned from 
the Commissariat du Plan 
last year and leaked this 
October suggests the true 
figure is as high as 7m. 

While some officials argue 
that the figures are largely 
the result of cyclical factors, 
and will diminish with 
renewed economic growth, 
the record of the past few 
years has highlighted a dis- 
proportionately small 
decline in joblessness as 
growth recovers. 

Some commentators, such 
as the author Alain Mine, 
stress that France has a diffi- 
culty not faced in the UK or 
other countries with lower 
unemployment rotes: the 
size of its working popula- 
tion is growing, creating a 
considerable challenge to the 
creation of new jobs. 

But others argue that 
there are fundamental struc- 
tural problems that need to 
be addressed. A recent study 
by the American Chamber of 
Commerce in Prance showed 
that 92 per cent of compa- 
nies questioned argued that 
the high level of salary costs 
- and notably social security 
contributions - was the sin- 
gle biggest deterrent to for- 
eign investment 

Narrowly behind came the 
legal and procedural difficul- 
ties of making redundancies 
(and the high costs 
involved), the problems in 
modifying the way work is 
organised, and France’s com- 
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Depre ssin g reed . . - ft is unlikely more Jobs wiB be created before the end of next year 


plicated system of high busi- 
ness taxes - which are lev- 
ied as a function of turnover 
and headcount. 

The themes are widely 
echoed elsewhere in the 
business community. The 
Patronat, the leading French 
employers’ federation, 
argued in its annual ‘'Cards 
on the table” report this 
autumn that lower payroll 
casts, greater labour market 
flexibility and a reduction in 
the minim um wage were all 
among the measures neces- 
sary to boost job creation. 

It suggested that the state 
should reduce the public sec- 
tor pay bill by cutting the 
number of government 
employees, who total some 
5m at national and local 
level. The Patronat stressed 
that 51 per cent of French 
households have no-one who 
works in the private sector. 

The Jospin government 
has taken a rather different 
view. Jt retrospectively 
hiked taxes on corporate 
profits in its emergency 1997 
and its 1998 budgets to one 
of the highest levels in the 
developed world. It froze the 
previous administration’s 
pledge to cut personal 
income taxes, which could 
have helped boast entrepre- 
neurial activity. 

And it consistently refers 
to the public sector wage 
and retirement bill as rigid, 
fixed costs that cannot be 


reduced. Mr Jospin has sim- 
ply said that' be will not 
increase the number of civil 
servants - although the fig- 
ure for the 1998 budget actu- 
ally contains a modest rise. 

In some areas - such as 
privatisation, a commitment 
to monetary union and a 
decision not to intervene in 
the closure of the Renault 
car plant at Vilvoorde - Mr 
Jospin may have disap- 
pointed his electorate, going 
back on the promises or 
tenor of bis manifesto. But 
he has been assiduous in 
pursuing efforts to meet the 
two central employment-re- 
lated pledges made during 
his campaign: the creation of 
350,000 public sector jobs 
aimed at the young unem- 
ployed; and the reduction or 
the working week from 39 


hours to 35 hours without 
any cut in salary. 

Less than six months into 
its term, the government has 
already begun hiring people 
for its job creation pro- 
gramme and has started 
working on legislation to be 
presented to parliament 
early next year that will set 
the objective of reduced 
working hours by 2000. 

For Serge Le Gal. an econ- 
omist with the Calsse des 
D6p6ts. such initiatives do 
□ot necessarily contrast so 
starkly with the policies that 
were implemented by previ- 
ous governments of both left 
and right. “It is difficult to 
see what else could be done 
to cut unemployment," he 
says. 

After an, as he points out, 
it was the centre-right Juppe 
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administration that voted 
through the Robien law, pro- 
viding generous tax breaks 
for companies that cat the 
working week as a way to 
preserve or create new jobs. 

He stresses that Mr Jospin 
raised the SMIC, or mini- 
mum wage, by less than 
many had expected shortly 
after his election, and 
resisted calls to increase it 
further during the jobs con- 
ference in October that led 
to the commitment for a 
shorter working week. 

Plans unveiled in October 
by the government - which 
continue reforms previously 
launched by Mr Juppe - 
have started to shift the bur- 
den of funding the social 
security deficit away from 
earned wages and towards 
all income, as part of a rec- 
ognition by Martine Aubry, 
the employment minister, 
that the cost of Job creation 
should be reduced. 

While Ms Aubry continues 
to denounce the “flexibility” 
in employment demanded by 
companies, she has held 
back from suggestions that 
government approval of 
redundancy plans should he 
reintroduced. And she 
recently acknowledged that 
“suppleness” in the labour 
force could be desirable. 

Behind the rhetoric, there 
is a clear recognition by the 
new government that it 
must steer through tight 
financial constraints 
towards monetary union, 
which it hopes will provide 
higher economic growth - 
albeit dragging with it the 
greater cross-border competi- 
tion that will force reform. 

The question is whether 
the longer-term structural 
changes to job creation in 
France will be tackled suffi- 
ciently rapidly, and whether 
renewed growth will be suffi- 
cient to cut unemployment 
adequately within the politi- 
cal time-frame available to 
Mr Jospin’s ministers. 

After all, even as officials 
are starting to show increas- 
ing signs of confidence that 
economic growth will reach 
3 per cent next year, they 
are still doubtful about 
whether it - let alone the 
reduced working hours’ ini- 
tiative - will start to dent 
unemployment before the 
end of 1998. 
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Higher labour >’ : ; 
cpsts could make' 
survival difficult 
for some road • 
freight operators 

Twn rinmag fn g truckers’ " ' 
strikes that dogged up - - 
France’s economic arteries 
twice to the space of 12 - 
months have focused 
attention ah ' the road 
haulage business. 

Almost 90 per cent of 
freight Is transported by .. 
road in France, yet the 
sector remains one of the 
most fragmented and 
anarchic of the economy. 

Kin re the abandonment of ' 
official tariffs is 1989, the-: ' 
beginnings of deregulation, 
have merely increased the 
amount carried by road 
without addressing any of 
the problems of a free ' 
market It te paradoxical 
that so much state energy 
and fonding should have 
been devoted to improving 
the rail network when aver 
the past decade the ■' — 
proportion of goods carried . 
by trainhas declined by 10 
percentage points. . 

The strikes have been 
provoked by a complex set 
of issues. But at their heart 


-axe two .«jUBStkma.-.how- 
muchcan thetracktog - . 

: compameB afford to pay 
- ■far nMfaW e; ren the - 

operators survive in an y.-j 
. already overcrowded. - 
domestic market When ' 
European liberalisation •: 
takeseflectin mid-BBS. The' 
FNTR, the main haulage 
federation, reckons there 
are 38/100 companies 
employing 233,000 drivers. 
Although more than 15 per 
cent of companies employ 
fewer than 10 people . 
(including nourdrivers). the " 
big groups control a good 
two-thirds of turnover. In 
row estimate; 2fT groups 
control half-of all haulage 

business. The small 
companies, including oWner 
drtvera, have remained 
relatively safe undo: ■' *- 
protective legislation-bat in ^ 
the fhtmu can only survive ,: : 
an low wages and by ‘ 
cutting corners. ----- 
In 1994,-fhe government - 
introduced well-intentioned 
reforms aimed to operate . 
better controls - vehicle 
inspections, for example 
ami impro v e wage and 
work condrtians. For most . 

■ hauifers/however, the - 
controls proved too costly: 
to Implement and they did 
their best tolgnore them, in 


frustratiem-tlie truckers - . 
.have Sought to forces 

employers to respect file 
: rolesTbisKas been In vain - 
Tor the mo& part store the - 
goverumeut has had too 
few inspectors to make- " , ' 
adequate checks The- . . 
Employers themselves • ' •' 
counter, union charges of - - - 
exploitation, argmsg that 
their social security changes 
and tax burdens givelbem.- 
a cost base four timag .. ~ 
greater than rivals in the 
UK. Faced with - . 

liberalisation ihl998, the 
employers have llttie ; 
Incentive to raise pay. ■ 

The se ttlement ofthisr 
month's strike — the - 
introduction of a 
guartcnteedmonthly salary 
raised in stages throng, the 
yearSOOO to FFrlO.OOa-^bas" 
satisfied most tiuriters.But . 
the small hanKere will find 
the rise hard to obiorb. The ’ 
different perspectfcrfof the 
small companies explained - 
thefr-srilltngziess from the 
outset to Bead bfti ' 
stoppage. Unfortunately for 
then! thelroffer. accepted 
in prindpfe, was resected by 
the big companies and then 
surpassedin subsequent - 
negotiations. ■ - 

• sJ . 1. . a 

Robert Graham 


DEFENCE* by David Owen 


Slow march to change 


Spending cuts 
have yet to dent 
the Gaullist spirit 
of the defence 
establishment 

France's extensive defence 
sector is continuing its slow, 
often painful, adjustment to 
life after the end of the cold 
war. 

Retrenchment is evident 
on three broad fronts; 

• Budgetary: Defence was 
the main casualty of the Jos- 
pin government's first bud- 
get, with 1998 spending 
slated to fall by <L5 per cent 
in real terms from the 1997 
level and the equipment bud- 
get particularly hard hit. 

• Industrial; Dwindling 
national defence budgets 
and the rapid consolidation 
of the US defence industry 
have placed Europe’s - and 
therefore France's - frag- 
mented armaments sector 
under intense pressure to 
push through its own 
restructuring. 

• Manpower The ending of 
military conscription and 
the consequent switch to an 
all-volunteer defence force - 
a process recently described 
by defence minister Alain 
Richard as one of the most 
“essential innovations to 
have affected our defence 
apparatus since the Revolu- 
tion" - will lead to a sub- 
stantial reduction in man- 
power levels. By 2002, under 
current plans, the army will 
have shrunk by more than 
30 per cent, the navy by 
about 16 per cent and the air 
force by nearly 20 per cent. 

That said, the country’s 
defence establishment has 
been more successful at pro- 
tecting its interests than its 
counterparts in most other 
leading western industria- 
lised powers. While defence 
spe n ding as a proportion of 
gross domestic product has 
fallen by dose to half over 
the past decade in the US 
and Germany and has 
slipped from more than 4 per 
cent to 2^ per cent in the 
UK, in France the decline 
has been more subdued - 
from below 4 per cent in 1988 
to 3 per cent this year. 

This comparatively grad- 
ual reduction enabled the 
defence ministry recently to 
claim that: “Thanks to a 
level of spending as a pro- 
portion of GDP that has 
remained reasonable, France 
has been able, uniquely in 



Richard (contra): sees the end of conscrip tion as revolutionary 



Europe, to finance a policy 
of national independence in 
the areas of nuclear, space 
and conventional arma- 
ments, while respecting its 
International commitments 
in Europe and outside". 

Such attachment to inde- 
pendence. one of the clearest 
examples of the enduring 
spirit of Gaullism, was much 
in evidence earlier this year 
when a dispute over the 
Nato alliance's southern 
command led France to 
decide against re-entering 
the organisation's military 
structure. This means the 
country will soon be in the 
odd position of staying half- 
out of an organisation In 
which former Warsaw Pact 
military commands will be 
fully integrated. 

Just as the rate of reduc- 
tion of French military 
spending has been slower 
than elsewhere, eo the pace 
of reorganisation of an arma- 
ments Industry which, 
according to a recent parlia- 
mentary report*, accounts 
for S per cent of national 
industrial production and 
employs about 200,000 
people, has dragged. 

There have been signs of 


acceleration lately. The four 
companies that own Airbus 
Industrie have announced 
that the aircraft consortium, 
which may in time branch 
out into the military field, is 
on course to become a lim- 
ited company by the start of 
1999. Plans for a French 
national defence group cen- 
tred on Thomson-CSF, the 
electronics giant are finally 
taking shape. 

But the Thomson decision 
came only after two failed, 
time-consuming attempts to 
privatise It by the previous 
centre-right a dminis tration. 
Moreover, it is still not dear 
whether plans to merge air- 
craft makers Aerospatiale 
and Dassault Aviation, first 
announced by President Jac- 
ques Chirac in February 
1996, will came to fruition. 
Observers believe the gov- 
ernment may try to use the 
costly Rafele jet programme 
as a bargaining . chip to 
encourage Dassault to go 
along with its plans. A 
defence ministry dossier set- 
ting out next year’s budget 
said "an important effort" to 
reduce development costs for 
the project would be made 

Prospects of a rapid, US- 


style consolidation are made 
no brighter by the feet thal 
some senior defence execu- 
tives appear unconvinced 
that the trend will persist - 
in Europe or the US. One 
such executive said recently 
he would not rule out a situ- 
ation In which the three 
remaining big US entities 
became “not two but five". 

The Thomson structure, as 
currently envisaged. 
Involves three other French 
companies, incorporating 
the military communications 
and space activities oi 
Alcatel Alsthom, the elec- 
tronics business of Dassault 
and the satellites of Aerospa- 
tiale. The state's interest in 
the new grouping is expec- 
ted to fell from 58 per cent at 
present to not less than 35 
per cent. Insiders think it 
unlikely all details mil be 
ironed out until well into 
next year. Only then does it 
seem reasonable to expect 
that serious steps may be 
taken towards concluding 
International aHlanraga with 
companies such as General 
Electric Company of the UK. 

In spite of the loss of man- 
power. the professional isa- 
tion erf the armed forces in 
which France is engaged is 
appropriate for a post-cold 
war world in several ways. 
For example, volunteers are 
more mobile than conscripts. 
They are thus more suitable 
for the armed services' cur- 
rent dual crisis strategy. 
This calls for France to be 
able to mobilise a force of at 
most 30,000 troops, with air 
and sea support, for some 
foreign crisis spot and sus- 
tain them there for a year - 
and, at the same time, to be 
able to send a smaller force 
of at most 5,000 soldiers else- 
where. 

The defence ministry says 
enhanced mobility means 
that the recently confirmed 
reduction from 8,200 to 
between 5.500 and 5,800 in 
French troop numbers in 
Africa, with one if not both 
of its bases in the Central 
African Republic also being 
■closed, will be "more than 
compensated for by a quali- 
tative Improvement". That 
remains to be seen. What is 
certain is that the process of 
change that (s reshaping the 
aitire French defence sector 
has a kmg way to run. 

* Ltndustrie frem^oise de la 
defense: quel avenir* Assem- 
ble National rapport d in- 
formation no. 203. Price- 
FFr50. 
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NUCLEAR POWER* by David Owen 


Heartland under attack 


Europe's 
pre-eminent 
nuclear industry 
is facing heavy 
criticism 


With its pastel shades and 
copious hydrangeas, Cogg- 
ma's La Hague nuclear 
reprocessing complex, near 
Cherbourg in northern 
France, looks anything but 
menacing. And it is hard to 
imagine a more tranquil or 
bucolic setting than the tiny 
village of Malville, east of 
Lyons, where Superphtoix, 
the largest East reactor ever 
built is located. 

Yet these plants have this 
year been the focus of criti- 
cism that threatens to put 
France's extensive nuclear 
industry under closer scru- 
tiny than at any time s inc e 
the aftermath of the accident 
at Cbemobyl. 

These misgivings have not 
yet coalesced into the sort of 
popular movement likely to 
put France under pressure to 
abandon nuclear power alto- 
gether - as has happened in 
a number of other countries. 
But they have helped put the 
industry on the defensive 
more than at any time for 
years. 

Some feel that the entire 
sector, which generates 
about three-quarters 'of the 
country’s electricity with 
more than 50 reactors and 
directly employs about 
100,000 people, must now be 
on guard. In the words of 
Mycle Schneider, director of 
the World Information Ser- 
vice on Energy-Pans, an 
energy consultancy: “The 
slightest significant acci- 
dent, or event, would really 
have a major effect on the 
future of the industry”. 

This year's flood of criti- 
cism began in January when 
a contentious .report was 
published in the British Med- 
ical Journal suggesting that 
children who regularly vis- 
ited beaches near the La 
Hague complex, or ate local 
fish and shellfish, were more 
likely to develop leukaemia 
than those who did not 

A statement hy. Jean-Marie 
Gelas, Cog&ma’s medical 
co-ordinator, immediately 
branded the report “falsely 
alarmist? _ and .said it estab- 
lished “no correlation 



Cog&na’s La Hague plant: said to be a health hazard anaftw 


between this excess of leu- 
kaemia and the existence of 
the La Hague plant”. 

But heavy media coverage 
increased public awareness 
of the questions being raised 
about the industry. 

Supporters and critics of 
the plant have since fre- 
quently locked horns in a 
vituperative polemic. Green- 
peace, the environmental 
organisation, has said dis- 
charges from the Cogfana 
“plutonium company” are 
17m times more radioactive 
than no rma! sea water. 

By contrast, Patrick Leder- 

mnnn manag in g director of 
the La Hague site, says you 
get as much exposure to 
radioactivity on a transat- 
lantic flight as living near 
the site far a year and anting 
local produce. 

The 11-year-old SuperpM- 
nix reactor has been a sub- 
ject of controversy for some 
time, with critics dismissing 
it as a dangerous *>nri vastly 
expensive white .elephant 
The Gout des- Comptes, 
France's public accounts, 
watchdog, last year esti- 
mated the total cost of the 
project at FFrtObn. More- 
oyer*, a string, of technical, 
problems, notably leaks of 


the reactor’s sodium coating 
fluid, has limited its 
operations. 

. It was nonetheless a sur- 
prise to same when prime 
minister Lionel Jospin con- 
firmed in June that the reac- 
tor, which is capable in the- 
ory of making enough 
plutonium to supply its own 
fuel, was to be shut down. 
“Though the nuclear indus- 
try is an important asset for 
our country, it cannot be 
exempted from the rules of 
democracy, nor pursue pro- 
jects which are excessively 
costly and have very uncer- 
tain prospects of success,” 
the prime minister said. . 

Mr Jospin's governing 
cnaiitinn has been generally 
more ambivalent towards 
the industry than its prede- 
cessors - scarcely a surprise 
since it includes a Green 
environment minister in 
Dominique Voynet. There 
was fresh evidence of this in 
September when Mr Jospin 
gnryini^M»d that construction 
of the Carnet nuclear power 
plant in the Loire estuary in 
western France would not go 
ahead. The decision 
appeared to si gnal the end of 
the recent era af_intenstve 
French nuclear power plant 


FINANCIAL SERVICES • by Andrew Jack 


Sales at home, bids away 


Privatisation and 
foreign predators 
are transforming 
the insurance and 
banking sectors 


In the past few months, huge 
fissures have appeared in 
sections of Finance’s financial 
services sector. Soon, much 
of its landscape will have 
changed beyond all recogni- 
tion. 

Privatisation has been an 
important factor. But corpo- 
rate restructuring in the 
insurance and ban ki ng sec- 
tors have also been both the 
cause and effect of intensify- 
ing domestic and cross-bor- 
der competition. 

The decision in November 
last year by Axa to “merge" 
with UAP. which had been 
privatised in 1994, sent 
shockwaves not just across 
France but much of Europe 
and beyond, as it created one 
of the largest insurance and 
fund management groups in 
the world. 

Tougher competition from 
hanks and other new forms 
of distribution for life and 
non-life insurance such as 
retailers, as well as the 
attraction of a Ear larger crit- 
ical mass, helped explain the 
move, which could cost Axa 
more than FFrt5bn. 

But the takeover also trig- 
gered a bout of consolidation 
in the French market, which 
is likely to be completed dur- 
ing 1998. Athena, the profit- 
able insurance division of 
the holding company 
Worms, became the subject 
of competing bids from rival 
insurers, including Generali 
of Italy. 

Partly as a way to gain 
control of Athena and pre- 
empt a trade sale, the finan- 
cier Francois . Pinault 
launched' his own hostile 
takeover bid for Worms in 
the hope of creating the first 
block in a broader ins uranc e 
pole. That, in. turn, triggered _• 
an alternative friendly bid 
for Worms from' the Italian 
ifil group, controlled ., by the 
Agnelli family. In conjunc- 
tion with AGF, the French 
insurer, which was priva- 
tised in Z99& 

Not keen to see Athena 
slip from its hands, and with 
It the opportunity , to remain . 
part of the rapidly consoli- 
dating French market, Gen- 
erali launched its own 
FFr55bn hostile bid directly 
against AGF. If it succeeds, ; 



The sale of CIC, the 
regional bank controlled by 
GAN, has been plagued by 
difficulties. But it now seems 
set to be sold in the coming 
months; and with fewer ties 
to Its .insurance parent than 
when the previous centre- 
right government attempted 
to launch its privatisation in 
1996. 

Other smaller state-owned 
fina ncial In s tituti ons, nota- 
bly Marseillaise de Credit 
and Banque Hecvet, are also 
expected to enter the market 
in the coming months. And 
Credit Lyonnais, the last sig- 
nificant banking asset in 
government hands, is likely 
to move towards a sale 
before 2000 as part of a res- 
cue plan agreed with the 
European Commission in 


Cr6dtt Lyonnais: in government hands - for now 


Sarah fifcrrsjr 


Athena could again be liber- 
ated for another buyer. 

Thf German insurer Alli- 
anz, which has recently 
gptnaft undisp uted control of 
its Via operations in France, 
is among the leading foreign 
groups regarding the market 
with interest. But other com- 
panies, including the French 
mutual Groupama, have said 
they also are ready, to look 
for acquisitions. 

- Fresh opportunities will 
shortly be on offer. The trou- 
bled, . state-owned GAN 
insurance - group is moving 
towards privatisation early 
next year. CNP. the. state- . 
controlled life insurer,' is still 
battling against a possible 
sell-ofE, but it too hopes that, 
at least a minority of its 
shares will be offered to pri- 
vate investors in the coming 
months. 

.-Though Insurance r has 
grabbed the headlines in. 
recent months; the French 
hanking sector has also been 
in. the throes of restructur- 
ing. This has partly been a 
reflection of broader interna- 
tional changes, -as the' sub-' 
si diaries of foreign institu- 
tions have regrouped in line 


with them parent companies. 
Examples Include the sale of 
Warburgs to SBC, Morgan 
Grenfell to Deutsche Bank, 
or . most recently BZW by 
Barclays. 

Suez, the diversified hold- 
ing company that resolved to 
refocus on its industrial 
assets, last year completed 
the sale of Its subsidiary 
Banque lndosuez to Credit 
Agricole. And with an eye on 
pan-European consolidation. 
Credit Local de France 
merged with credit Commu- 
nal de Belgique, to create 
Dexia. 

. Paribas, which has decided 
to focus on investment bank- 
ing and specialised financial 
services, sold its retail arm 
Credit du Nord to Sori£t£ 
Gdndrale ait the start of this 
year, as part of a broader 
restructuring. 

And Natexis, formed by 
the merger of two previously 
state-held Institutions, . 
Credit National and BFCE, 
but still experiencing inves- 
tor scepticism, this autumn 
unveiled the arrival of a new 
core shareholder, willing to 
buy up to 30 .per cent: the 
Basques Populates. 


Meanwhile, the Caisse d’E- 
pargne, the savings network 
that is often the target of 
criticism by France's com- 
mercial banks for its low 
profitability and cut-rate 
loans system, is likely to see 
its statutes transformed into 
a mutual in the coming 
months, contributing to a 
recomposition of the sector. 

But the consolidation in 
French banking is far from 
over. When two of- their Ger- 
man counterparts 
announced in passing this 
summer that they might be 
interested in cross-border 
acquisitions, shares, in credit 
Commercial de France and 
Banque National e de Paris 
(BNP) shot up. 

The merger of Axa with 
UAP has left the combined 
group with a series of large 
and sometimes conflicting 
investments that it is begin- 
ning to reduce. The insurer 
has stakes in both BNP and 
Paribas - something that 
could well trigger changes to 
the future. 

. Pressure from the rising 
proportion of foreign, insti- 
tutional investors and a new 
generation of French manag- 
ers eager to argue in favour 
of . “Angio-Saxop-fetyle” capi- 
talism and tapping into the 
US and UK capital markets, 
axe forcing financial compa- 
nies to change. 

For those groups already 
or soon to be quoted on the 
Paris stock exchange, the 
.recent spate of hostile and 
cross-border takeovers 
'serves; as a warning that 
those that do not choose to 
-adapt may increasingly find 
themselves forced to do so 
by unwelcome predators. 


FRANCE 5 


construction. Electricity de 
France, the. state electricity 
utility- subsequently 
acknowledged that it would 
not be considering new 
plants "before 2010 at the 
earliest". 

: For all that the tide has 
appe ared this year to be 
t urning against it, however, 
the sector is still so wide- 
spread and has penetrated so 
many diverse comers of 
French life that It retains 
many powerful, sometimes 

Miirp rlgtrifc nTHtxa MflTC Blon- 
del, secretary general of the 
Force Ouvrifere trade union, 
recently left nobody in any 
doubt about where his sym- 
pathies lay. “Me, Tm pro-nu- 
clear,” be said. *T know what 
it is like for people to end up 
at 45 with silicosis. I think 
nuclear power has been 
R fimpfhing ' ti*H or^jn3ry for 
France and that tt most con- 
tinue." . 

Notwithstanding this 
year’s adverse publicity and 
barring a serious incident of 
the type referred to by Mr 
Schneider, there seems every 
chance that France will con- 
tinue to be the nuclear 
industry’s European heart- 
land for the foreseeable 
future. The country, after 
all, has put most of Its elec- 
tricity eggs to the nuclear 
basket Changing direction — 
at least until the Him comes 
to decide how to replace the 
present generation of 
nuclear reactors - would be 
expensive and difficult 

Jean Syrota, Cog&oa's 
db«h-man l dr a ws an analogy 
with another notable Euro- 
pean engineering achieve- 
ment “I think overall invest- 
ment in the industry is 
about FFrljnObn,” he says. 
“That is an enormous invest- 
ment for France. It is such a 
large investment for the 
country that today we 
should allow it to yield divi- 
dends. 

"Once the nuclear infra- 
structure is built, the indus- 
try should be left going 
because most of the cost is 
in the construction. Once it 
Is up and running, tire mar- 
ginal costs are very low. 
Look at the Channel tunneL 
Today we are not asking if 
we should have built a 
bridge, we are saying the 
turpie] is there... we have to 
take advantage of it.” . 
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TELECOMS* by David Owen 


The French reconnection 


The flotation of 
France Telecom 
has marked a 
watershed in 
economic policy 




Privatisation. Globalisation. 
Liberalisation. These three 
processes, which have trans- 
formed much of French com- 
merce and industry in recent 
years, have now spread with 
dramatic effect to the coun- 
try’s fSObn telecommunica- 
tions market. 

Last month’s FFr42bn ini- 
tial public offering of a 
jninority stake in France 
Telecom, the former monop- 
oly operator - which 
attracted a record &9m indi- 
vidual investors - is simply 
the latest in a string of 
developments that is chang- 
ing the face of this critical 
sector. 

Before this, France had 
succeeded in entrenching 
competition to its slow-to- 
take-off but now fast-grow- 
ing mobile t elecoms market, 
while implementing sweep- 
ing regulatory reforms that 
have won widespread inter- 
national plaudits. In com- 
mon with other leading 
European markets, France is 
bound for full liberalisation 
in less than two months. 
This seems certain to 
encourage further signifi- 
cant tariff cuts for consum- 
ers, who have already bene- 
fited from an average fall of 
about 40 per cent this year 
in international call charges. 
Jean-Marie Messier, chair- 
man of Cegetel, the group 
set to emerge as France Tele- 
com’s main domestic com- 
petitor, has already prom- 
ised that “Cegetel will be 
cheaper than France Tele- 
com". 

Issues of shares in interna- 
tional telecoms companies 


have become so common- 
place of late that it would be 
tempting to see little 
remarkable to the France 
Telecom offering. Certainly, 
it was overshadowed by the 

L26,D00bn sale of nearly 45 
per cent of Telecom Italia to 
Europe’s biggest secondary 
offering, which took place 
almost at t he mww time. 

To a French eye, however, 
the France Telecom flotation 
was truly ground-breaking. 
France, after all, is a country 
which continues to take pub- 
lic service very seriously and 
which is not accustomed to 
seeing its core utilities 
quoted on the stock 
exchange. Last month's 
operation, furthermore, was 
conducted .by a left-wing 
government with the acqui- 
escence of some trade 
unions. It may to time come 
to be seen as the moment 
France finally embraced the 
wave of -g'hnrfthfti riar capital- 
ism that has swept through 
much erf the rest of Europe. 
Some observers already look 
forward to an eventual sec- 
ond tranche, even though 
the French state must by 
law, remain the majority 
shareholder. 

The company is widely 
reckoned to have made a 
reasonably good start to pre- 
paring for tougher competi- 
tion. It has invested in a 
high-quality, fully-digitalised 
network and has high pene- 
tration of its domestic mar- 
ket Its experience in the 
mobile telecoms arena, 
where it has so far retained 
market leadership despite 
increasing threats from 
rivals, has given it a taste of 
what lies to stare in other 
markets. 

One element that appears 
less likely to work in the for- 
ma- monopoly’s favour than 
cynics initially believed is 
the regulatory framework 


that some now. feel, could 
result in France ending up 
with more effective competi- 
tion in telecoms than most 
other large countries. The 
previous centre-right govern- 
ment presided over the cre- 
ation of an independent non- 
minis terial agency - the 
Autorite de Regulation des 
Telecommunications (ART) 
- that has shared regulatory 
control of the telecoms sec- 
tor with the Ministry of Trie- 
communications since Janu- 
ary l this year. 

Once again, this sort of 
structure goes against the 
grain in France. As Francois 
FUlon, former telecoms min- 
ister, observed earlier thta 
year. "We don't like indepen- 
dent authorities. We think It 
is up to the state to look 

after regulation.” 

While general regulatory 
powers - particularly for the 
formal granting of licences 
for public networks and 
voice telephone service pro- 
viders - continue to rest 
with the ministry, ART has 
been given extensive juris- 
diction over market and 
competition conditions. Its 
independence has been met 
by the system of appointing 
members to the five-member 
governing body, or “college", 
charged with adopting broad 
policy lines, decisions and 
opinions on issues under 
ART's jurisdiction. Cru- 
cially, no member is eligible 
for re-appointment nor can 
their six-year term of office 
be revoked. 

Early decisions taken by 
the body are generally recog- 
nised to have been Mr. For 
example, Its ruling on tbe 
vital question of the stan- 
dard network interconnec- 
tion charges to be paid to 
France Telecom by new mar- 
ket entrants sparked little 
complaint from the estab- 
lished operator’s future com- 


petitors. Plans to enable cus- 
tomers to access a variety of 
long-distance operators with- 
out having to dial extra dig- 
its are also widely thought 
to be a spur to competition. 

One outstanding question 
that Is crucial to the pros- 
pects of all future market 
participants is whether full 
liberalisation will encourage 
the French to use their tele- 
phones more. At present, 
French telecoms expenditure 
as a percentage of gross 
domestic product is low in 
comparison with the rest of 
Europe (see chart). 

This, in part, reflects low 
usage of the fixed telephone 
network, certainly for 
long-distance, international 
and fixed-to-mobUe calls. By 
some estimates, each French 
telephone line was used for 
national calls for only a total 
of 1.7 minutes a day to 1996. 
This compared with 2L9 min- 
utes to Germany and 3.6 
minutes in the UK. France is 
also said to lag behind the 
other two markets for other 
call categories. 

Analysts say that there 
appears to be no structural 
reason why the number of 
minutes of conversation per 
line in France should be so 
low, while many expect tbe 
advertising blitz that will 
accompany the liberalisation 
process to help to generate 
an increase. 

That said, it took longer 
than in most other wealthy 
European countries for the 
mobile phone really to take 
off in France. Only over the 
past few months does the 
market seem to have 
reached critical mass, with 
net new subscribers exceed- 
ing 339,000 - more than 
10,000 per day - to Septem- 
ber, taking the overall num- 
ber of subscribers to 4-fen, 
equivalent to 7.4 per cent of 
the French population. 
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RETAILING • by Andrew Jack 


Store wars gain intensity 


The strains show 
as hostile bids 
and restructuring 
shake up the 
sector 

One of France’s fastest 
growing and most rapidly 
evolving business sectors 
has nothing to do with the 
high profile Industries of 
engineering, technology or 
luxury goods. It is retailing. 

Traditionally highly frag- 
mented and family-owned. 
France's supermarket 
groups have built up a pow- 
erful presence in the past 
few decades, aggressively 
cutting prices and expanding 
ambitiously both domesti- 
cally and abroad. 

Carre four now operates 
more hypermarkets outside 
France than it does at home. 
Its rivals. Docks de France 
and Casino, have both been 
subject to takeover bid& In 
the timin g months, further 
wide-ranging transforma- 
tions In the sector are all but 
inevitable. 

In the 1960s, these retailers 
were pioneers in the creation 
of huge out-of-town hyper- 
markets, and developed com- 
prehensive networks across 
France. More recently, they 
have exported their formula 
elsewhere. 

During the 1970s, they 
were actively encouraged by 
the government to think of 
themselves as agents in the 
fight against inflation, their 
large numbers of outlets and 
huge purchasing power help- 
ing to push prices down. 

In the 1980s, they were 
eagerly courted by towns 
and cities, freshly endowed 
with legislation that decen- 
tralised planning and other 
powers and gave local politi- 
cians the chance to entice 
hypermarkets to their areas 
as a source of substantial tax 
revenues. 

Throughout much of this 
era, the three-month period 
before they paid their suppli- 
ers - coupled with instant 
cash coming in from custom- 
ers - gave them huge capac- 
ity to finance expansion 
without the obligations and 
accountability of seeking 
heavy bank loans or stock 
market quotations. 

But the strains have 


started to show in the 1990s. 
Unemployment has replaced 
inflation as the govern- 
ment's most important pre- 
occupation. Farmers and 
suppliers have become 
increasingly bitter about 
what they believe are the 
unfair powers wielded by the 
large retailers. 

Bakers, who feel threat- 
ened by cut-price bread 
made from frozen dough, 
now sound the battle cry in 
support of the traditional 
baguette and petrol retailers, 
who have been hurt by loss- 
leading sales made by the 
supermarkets to lure in cus- 
tomers, are also crying fouL 

Civic groups and politi- 
cians have begun to lament 
the damage done to tradi- 
tional corner shops and high 
streets as a result of cousum- 


Independent retailers to turn 
to outside finance and con- 
sider restructuring. Tighter 
demands from creditors, 
intensifying competition and 
the interests of successive 
generations of family share- 
holders have diverged, plac- 
ing the traditional owner- 
ship fin«TK»ing structure 
of the retailers under consid- 
erable pressure. 

In the past two years, 
tough new legislation has 
been introduced to clamp 
down on sharp commercial 
practices and, above all, to 
restrict severely the opening 
of new commercial shopping 
centres. 

Few retailers have been 
ieft unaffected by the 
changes. Some have 
responded by expanding rap- 
idly into foreign markets 





Small retailers: some politicians are coming to thek defence ***** 


ere being drawn instead to 
out-of-town developments. 
Lax p lanning rules have cre- 
ated suburban sprawls and 
ugly neon-signs and car 
parks. 

A more aggressive attitude 
by magistrates has led to a 
number of legal investiga- 
tions into allegations of brib- 
ery linked to supermarket 
openings, tainting the heady 
expansions of a few years 
ago. 

The domestic market, 
meanwhile, is becoming sat- 
urated with supermarkets, 
slower economic growth and 
intensifying competition eat- 
ing into profit margins. The 
opening of European borders 
and the coming of the single 
European currency is creat- 
ing the conditions for 
tougher competition in the 
future. 

The logic of expansion is 
forcing the tough-minded 


through “greenfield" sites or 
acquisitions. They do so 
with growing concern over 
the attempts by Walmart 
and other American rivals to 
spread from their own US 
domestic markets Into other 
countries, notably develop- 
ing regions where early new- 
comers are likely to domi- 
nate the market swiftly. 

Other chains — such as the 
up-scale Felix Potin - have 
been forced out of business, 
while stm more have ; been 
driven to link up through 
commercial alliances or to 
consider combining forces in 
larger groups. 

With these conditions act- 
ing as a backdrop, the nor- 
mally discreet world of the 
French financial establish- 
ment was disrupted last year 
when the privately held 
retailer Auchan launched 
the nearly unprecedented 
prospect of a hostile bid for 


its quoted rival Docks de 
France. After a modest 
increase in the price, the 
deal succeeded. 

Later in 1996, Carrefour 
snapped up 42 per cent of 
Cora, by buying out some of 
the family shareholders. The 
others, who still remain in 
charge, stubbornly reftise to 
co-operate with their new 
investor, creating a dead- 
lock for the moment. 

Then, in September. Pro- 
modfis launched a hostile bid 
for Casino. Casino - which 
is fighting bitterly to resist 
the takeover - responded by 
acquiring two smaller retail- 
ers, Franprix and Leader- 
price, and subsequently 
bought a stake in Monaprix, 
which in turn bought out 
Prisumc. 

So far, this battle looks 
unlikely to be amicably 
resolved. Casino remains 
resolute in its alternative 
friendly bid, against which 
Promodes has launched a 
legal challenge that may 
dreg out the deadline for its 
takeover offer until at least 
February next year. 

Among France's leading 
retail companies, that leaves 
only the franchises Super-U. 
Intermarchg and Lerclerc 
relatively unaffected by the 
recent changes - although 
analysts expect these groups 
also to consolidate in the 
rrrming months. 

For investors in those 
retailers that are already 
publicly quoted, the restruct- 
uring has proved profitable, 
pushing up the value of the 
shares in the sector on the 
back of takeover speculation 
in the last two years. 

Foreign retailers have 
been mare suspicious. They 
see the acquisitions as 
largely domestic battles, 
have resisted paying a high 
price to buy into a sector 
with low margins and a low 
level of innovation when 
developing own-brands or 
new sales techniques. 

Hence Tesco of the UK, for 
example, decided against res- 
cuing Docks de France when 
it was first threatened by 
Auchan. Casino, in turn, had 
to revert to a highly complex 
defence, using a series of 

flnanriai instruments put up 
by its ally and controlling 
shareholder, the French 
retailer RaHye. 
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Cocffled Raman law system: 
constitution of 1958 
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PUBLISHING • by Andrew Jack 


The clash of the titles 


The number of 
newspapers and 
periodicals is too 
great for the size 
of the market 

When travelling on the high 
speed train to Lyon, let 
alone the . Paris metro or bus 
network, you are more likely 
to see people reading novels 
than w firing through news- 
papers. 

The reason has little to do 
with the size or shape of 
French papers - most are far 
more compact and easy to 
manipulate in crowded 
spaces than their counter- 
parts in the US or the UK- It 
has much more to do with 
cost and culture. 

Yet, paradoxically, while 
the circulation of many 
French periodicals is low, 
the nation's bookstalls are 
bulging with titles. 

In a country that often 
gives the impression of being 
anti-business, there are three 
daily business newspapers, 
not to mention more than 
half a dozen specialist 
weekly, bi-weekly or 
monthly periodicals. 

The closure of InfoMatin, 
an aggressive colour tabloid, 
in January 1996 after just 
two years, highlighted some 
of the problems facing the 
sector. It represented the 
fifth attempt to launch a 
populist daUy paper In the 
past two decades; All have 
failed. 

That is partly explained by 
a declining market, with, 
readership for daily newspa- 
pers in Fiance down by 2m 
over the past 20 years. Spe- 
cialist magazines, radio and 
television have all eaten into 
their traditional customer 





Equally, the high costs of 
production and distribution 
- reflected In steep cover 
prices typically of FFr7 or 
more - deter sales: the cost 
of a news magazine is less 
than three times the price. 

The failure of new 
national, Paris-based papers 
to get off the ground is also 
explained by the continued 
strength of the lower-priced 
regional press. 

Ouest France is the hugest 
circulation paper nationally 


if 

0£ > r0 

jk* \r nham 

- at 774J300 copies - foDowed 
by Parisien-Aujourd’hui, 
which has 446,000 through 
its national and regional edi- 
tions. 

The drift out of Paris on 
Fridays and the problems of 
distribution during the 
weekend also help explain 
why the Journal du 
Bfrnancbe remains the sole 
national Sunday paper. 

While InfoMatin’s closure 
may have been the most visi- 
ble recent collapse, its bet- 
ter-established rivals have 
also suffered over the past 
few years. Le Monde and 
Liberation have both gone 
through heavy financial 
restructurings in recent 
months - as well as face-lifts 
to boost readership - and 
are at little better than 
break-even. . . 

Encumbered with the 
heavy debt of the media 
empire of the late Robert 
Hersani, Le Figaro Is also far 
from healthy. Many believe 
it will soon be sold, in the 
wake of a programme of dis- 
posals of the group's 
regional papers. ' 

But daily papers have not 
been the only casualties. The 
weekly Nouvel Economiste 
was an the brink of bank- 
ruptcy last year, and has 
now been converted into a 
bi-weekly magazine. The 
left-wing L’Evenement du 
Jeudi has been restructured. 

Yet, news and comment 
magazines -. notably the 
"Republican" weekly Mar- 
ianne - still spring Into 
being, albeit with low prices 


and high circulation not yet 
matched by significant 
advertising revenue. 

Financial weakness has 
turned a number of influen- 
tial titles Into the pawns of 
business executives and poli- 
ticians. L ’Express, the strug- 
gling news magazine, has in 
the past few years passed 
from the hands of the late 
financier Sir Jimmy Gold- 
smith into those of Pierre 
Suard, chairman of the engi- 
neering and electronics 
group AlcateL 

It was then sold to Havas, 
the media group chaired by 
Pierre Dautier, but has since 
early this year come under 
the aegis of Jean-Marie Mes- 
sier, chairman of the utilities 
group Compagnie Generate 
des Eaux. 

It is now in the middle of a 
tug-of-war over a possible 
sale to Le Monde - a deal 
that President Jacques Chi- 
rac is reputedly atte m p ting 
to block for fear that too 
many publications will be 
sympathetic to the entering 
government and opposed to 
the right 

Meanwhile, L'Express's 
stablemate Le Point was sold 
in October to Francois Pin- 
ault, the financier who con- 
trols the Pinault Printemps 
Redoute retail giant And La 
-Tribune, the daily business 
paper which was also suffer- 
ing, is now controlled by 
Bernard Arnault bead of the 
luxury goods group LVMH. 

These battles raise ques- 
tions about the indepen- 
dence of many French publi- 


cations and concerns of can 
flict of interest - even if the 
editors concerned vehe 
mently deny any suggestions 
that their objectivity is 
impinged. 

Significantly, one of the 
most aggressive investiga- 
tive papers in the country is 
independently owned, profit- 
able and offers well-paid 
jobs: the satirical weekly 
Canard EnchalnC. (Notwith- 
standing the fart that ques 
tions have been raised this 
autumn about a book, co- 
written by one of its authors, 
that alleged connections 
between former ministers 
and a political assassina- 
tion.) 

Concerns over media own- 
ership, control and objectiv- 
ity have begun to be raised 
by the new government, 
which has backed financial 
measures designed to sup- 
port the press. 

Ministers’ attention has 
also been drawn to the risks 
of the dominance of a single 
shareholder in television sta- 
tions: notably the c ons true- 
tion group Bouygues, which 
has control of TFl. But so 
far. no action has been 
taken. 

Instead, regulatory con- 
cern has focused more on 
Issues of competition. The 
state-run television stations 
have been required to make 
their broadcasts available in 
digital form not only for 
TPS, the satellite service in 
which the state channels 
invest, but also Its rival. 
Canal Satellite. 
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INSIDE 


Banca di Roma 
sets out its stall 


Banca di Roma, Italy’s second-largest hannwg 
group, today sets out to persuade Bnwneiai instt- 
tutions to take a stake in a L2^00bn ($i J6bn) 

share offer. Years Of financial mlamflTiagPTnpu f. 

and political interference have left it with huge 
losses. In spite of the promise of a restructuring, 
Italian and inter n ational investors have doubts 
about whether the group has the ability - and 
the will - to turn itself around. Page 16 
CURRENCIES 

Yen’s fall vital to Japanese revival 

. •. The yen has sunk over 


Dollar 



the past fortnight to 
nearly its lowest level 

against the dollar for 

five years. Currency 
strategists believe that 
both the US and Japan 
support a slide in the 
yen, as long as it does 
not happen too fast 
Japan's economy has 
slowed, and devalua- 
tions in Asian neigh- 


bours have made Japanese goods less competi- 
tive abroad. Little is expected from fwMi 
stimulus measures t omor r o w so only a fall in 
the yen could revive the economy, say many 
strategists. Page 22 

GLOBAL INVESTOR 

Waking up to convergence 

The central theme for European markets over 
the next few years is likely to be convergence - 
of interest rates, the real economy and manage- 
ment attitudes. But, says one analyst, markets 
have not yet folly grasped the implications of 
this trend. Page 20 

INTERNATIONAL EQUITIES 
Matav rides above the storm 

A 20 per cent slump in share prices an the Buda- 
pest stock market last week and the threat of 
legal action by local competitors threatened to 
overshadow the initial public offering of Matav, 
Hungary's national telecommunications opera- 
tor. But Friday’s offer was a success, managing 
a small premium when trading began in Buda- 
pest and New York. Page 20 
COMMODITIES 

Gold producers seek grains of comfort 

With the gold price near its lowest level for 13 
years, beleaguered producers are hoping for 
some crumbs of comfort on Wednesday when 
the World Gold Council reports on demand 
trends in the third quarter. Page 22 

EMERGING MARKETS 
Uphill straggle for Karachi 

The turmoil across' Asian markets, concerns 
over Pakistan's economic performance and the 
assassination of four US businessmen in Kara- 
chi last week have undermined investor senti- 
ment. Hie appearance of Nawaz Sharif, prime 
minister, before the Supreme Court this morn- 
ing is expected to lead to further uncertainty. 
Page 23 

INTERNATIONAL BONDS 

Issuers turn to floating-rate sector 

Lingering uncertainty after three weeks of vola- 
tility in the international markets has made it 
nearly impossible to issue large amounts of 
fixed-rate paper. As a result, borrowers with 
funding programmes to complete before the 
year-end are turning to the floating-rate market, 
in which investors' appetite has remained 
intacL Page 23 
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Zurich in $200m HK deal 


By John Rkkfing and Louisa 
Lucas in Hong Kong 


Zurich Group, the Swiss 
finan cial services company, is 
to pay USSaOQm far a 24 per 
cent stake In P eregr ine Invest- 
ment Holdings (PIH), the Hong 
Kong-based Aslan investment 
bank. 

Peregrine, which has grown 
rapidly to recent years, has 
been bit by the turmoil in 
Asian markets. Last wimri fa the 
group had to deny speculation 
that ft financial difficul- 
ties, while wanting of reduced 
paw-tings and increased provi- 
sions in its equities and fixed 
income busfnesses- 

Officdals dismissed sugges- 
tions Zurich’s move was a bail- 
out, describing it frigtoati as a 
vote of confidence. “They are 
hardly likely to invest 
US$200m in a company that is 
about , to go bust," said Philip 


Swiss group’s 24% Peregrine stake 
marks significant expansion into Asia 


Tose, chairman. The capital 
mcr w sfl would strengthen the 
group’s balance sheet and 
enable It to take advantage of 
opportunities arising from 
regional upheaval ^ 

The agreement, which will 
ultimately make Zurich the 
biggest shareholder in PIH, 
gives Peregrine a. powerful 
partner and marks a signifi- 
cant expansion into Asia for 
Zurich Centre Investments 
(Zd), the private equity aim of 
the Zurich Group and the 
vehicle for the «i^t. 

It also marks the latest step 
in industry consolidation- Sev- 
eral Hong Kong-based invest- 
ment banks have been bought 


or sealed strategic alliances 
with foreign partners over the 
past 18 months, including 
Crosby, taken over by Soti£t§ 
Generate of France, and Asia 
Equity, bought by Paribas. 

New York-based ZGI said Its 
decision reflected confidence 
in Peregrine and in Asian mar- 
kets. "Despite the recent tur- 
moil in top capital aT, ri cur- 
rency markets in the region, 
we have confidence in the 
long-term growth prospects 
and ultimate economic 
strength of Asia," said Steven 
Gluckstern, chief executive. 

In addition to Peregrine's 
regional presence in equities 
arid hnnilft, 2CI *>10 heal 


would enable expansion of 
existing businesses. “Zurich 
gains access to an important 
platform to further expand its 
insurance, reinsurance and 
asset management businesses 
throughout Asia." said Mr 
Gluckstern. 

The ZCI executive also 
referred to Peregrine’s rela- 
tionships in the region, which 
include backing from Li Ha- 
shing, Hong Kong’s most 
prominent tycoon and a share- 
holder in Peregrine’s parent 
company. 

Under the terms of the deal, 
ZCI will subscribe for US$200m 
in convertible preference 
shares. The shares can be con- 


verted from January 2001 at a 
price of HK$8.00 per share, 
compared with Friday’s dose 
of HKS6J30. After conversion. 
Peregrine International, the 
present holding company, will 
see its stake diluted from 26.6 
per cent to 20.3 per cent 

Peregrine will continue to be 
beaded by Mr Tose and Fran- 
cis Leung, group managing 
director, while ZCI will have 
three representatives on an 
enlarged board of nine. 

As a first step in their rela- 
tionship, ZCI and Peregrine 
will both invest US$50m and 
jointly sponsor an Asia-focused 
private equity fund. The fund 
expects to raise US$350m to 
US$500m from institutional 
investors. ZCI has been 
advised on the deal by Donald- 
son. Lufkin & Jenrette. Pere- 
grine is advising itself. 
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Annual reports offer more information in drive to raise capital 
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Companies get 
point on telling 
it straight for 
shareholders 


Boat 10 company reports 

1 Routers (UK) 


E urope's top companies 
are giving their share- 
holders more to chew 
on in their annual report* as 
pr i v atisa tion and the need to 
raise c apita l in tnfa»nnitt«iw«i 
markets d ri ve them to disclose 
more fimmrfri information. 

“Reports are getting better. 
The standard of translated 
English has generally 
improved and the southern 
Europeans in particular have 
lifted the quality ot their 
reports,” said Peter Clifton, 
editor of The Company 
Report’s Report published 
today. 

"The German insurer 
Munich Re produced the most 
improved report of the year, 
having established itself as a 
byword for flnBncaa since the 
report first came out in 1991," 
added Mr Clifton. The report 
examines the reports of the FT 
500’s top 100 companies. 

Telecom Italia, ranked at 23, 
also improved its perfor- 
mance. "In the past they were 
verbose and didn't attend to 
the shareholder but had their 
eye on the government," said 
Mr Clifton. 

Other much improved com- 


panies included MaimwnmiTm , 

the German conglomerate, 
L’Ordal, the international cos- 
metics company, and Endesa, 
the Spanish utility. 

“More co mpanie s now have 
the British and American vir- 
tue of b r ev ity . They have got 
the Mm that they are 
a message,” said Mr Clifton. 

Out of a total 1,000 points, 
Italian reports woe, on aver- 
age, 141 points better than 
last year. Spanish reports 
j m»m « nl g7 points and Dutch 
56. Scandinavians produced 
the best reports but had few 
representatives in the top 100. 

The UK produced six of the 
10 best reports, but not all 
British companies shone. 
Great Unive rsal Stages came 
100th. “The GUS repor t is an 
exercise in stating as little as 
possible," said Mr CHfton. 

Other UK companies with 
worse results than last year 
were Hanson, down 89 points, 
RTZ-CRA down 83 points, and 
IGI, down 77 points. But over- 
all the top 100 companies 
improved. 

Nearly 80 par cent of the 
marks allocated to reports 
came from the narrative. The 



2 Marks and Spencer (UK) 

3 Rh6no-Poidanc (France) 

\ 4 L’Ortal (France) 

5 Bass (UK) 


Standard Chartered (UK) 


^ Grand Metropolitan (UK) 


/ The Boots Company (UK) 


9 Bayer (Germany) 


1 10 Mannesmann (Germany) 


Souca Th» Company Ftaporl Report 


author allocated the chair- 
man’s statement 300 points, 
believing it should be the cor- 
nerstone ot a coherent mes- 
sage about company strategy. 

Excellent performers were 
Sir Colin Southgate at EMI 
with 175 points, or 44 per cent 
of the total. Guido Rossie of 
Stet, the Italian phone com- 
pany, earned 41 per cent, and 
Georg Obermefer of Viag, the 
German conglomerate, scored 
39 per cent. Lord Hanson 
earned 165 points, or 38 per 
cent af his company's totaL 

Less accomplished perform- 
ers included Gerry Robinson 
of BSkyB with 150 points or 
25 per cent; Daniel Bernard 
with just 28 per emit of Carre- 
four’s total; Sir Christopher 
Benson of Royal and Sun Alli- 


ance, 24 per cent; and Dr 
Brian Smith, just 26 per cent 
of Cable and Wireless's totaL 
Heineken, ranked 96, suffered 
from having no personal mes- 
sage from the chairman. 

Some sectors did much 
worse than others. This pat- 
tern has been identified in 
each of the seven years the 
report has been published. 
Banking and finance was 
worst in 1997 - with an aver- 
age ot just 523 - compared 
with the media in top position 
with 624. Renters led the sec- 
tor - and the top 100 compa- 
nies - with an internet- 
focused approach. 

The internet is one of the 
biggest developments in 
reporting among the top 100 
companies. In 1994 five com- 


panies gave a worldwide web 
address. This had risen to 62 
in 1997. Most, if not all, used 
their sites to publish results. 
But research shows many 
shareholders win always want 
their own hard copy. 

Reports are important, often 
being listed as one of the most 
important sources of informa- 
tion by investors. Their design 
and narrative quality are 
always likely to come second 
to their news. “There's noth- 
ing like having a good set of 
results, then you have a story 
to tell," says Mr Clifton. 

The report is published by 
Peter Protose Associates, 
priced £295 m the EU. 

Tel 01372 363386 
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to merge with its 
eastern European offshoot 


By David Btackwefl hi London 


Oriflame, the listed 
door-to-door cosmetics com- 
pany, will today announce 
details of its merger with 
Oresa, its eastern European 
offshoot, to create a £500m 
($845m) global retail group. 

Orifiame shareholders who 
backed Oresa - the first west- 
ern cosmetics group to move 
into toe former eastern bloc 
states - have seen their origi- 
nal investment of ElGtm grow 
by a factor of 25 or more. 

When Oresa was founded in 
1990 after toe fall of toe Berlin 
wall, Oriflame took a 25 per 
cent stake in the face of scepti- 
cism. But strong demand for 

western lipsticks and face 
cream in markets such as Rus- 
sia and Poland has led to 
Oresa outstripping its parent 
Oresa sales are set to rise from 
about £9Qm to £140m for toe 


year to December 31, compared 
with Oriflame’s flat turnover 
of £80m. 

For London Stock Exchange 
purposes, the merger is techni- 
cally a reverse takeover - 
hence the suspension of Ori- 
fiame shares at 480p in Sep- 
tember. Oriflame is offering 
six of its shares for each Oresa 
share. The 46m new shares 
issued will take the number of 
Oriflame shares to 100m. 

Robert af Jochnik. Oriflame 
chairman, believes the com- 
bined group, with its increased 
transparency, will win a 
higher rating. 

After the merger, Swedish- 
based Oriflame will operate 
through 600,000 distributors in 
55 countries. The distributors 
will be served by toe two facto- 
ries in Dublin and Warsaw. 

Mr af Jochnik describes Ori- 
fiamp , which concentrates on 
the cosmetics market, as a 


“retail orientated direct sales 
company". Its main direct sell- 
ing competitors are Avon and 
Am way in the US - both with 
much wider product range. 

Distributors buy at whole- 
sale prices direct from Ori- 
flame. They may earn more by 
building a network and getting 
a percentage of network mem- 
hers’ sales. Emerging market 
economies have been more 
fruitful recruiting arenas for 
distributors, who can make 
about $150 a month. Six mar- 
kets, including Brazil, have 
been added in toe past 18 
months. 

The combined group is 
expected to make pre-tax prof- 
its of not less than £38m for 
the calendar year. The board Is 
considering investing' El 5m in 
a greenfield plant in and 
building a plant in fThina The 
shares are expected to resume 
trading on December 9- 


BBL is poised to 
accept $4.7bn bid 


By NeO Buckley hi Brussels 


Banque Bruxelles Lambert, 
Belgium’s third largest bank, 
is today expected to announce 
its acceptance of last week’s 
$4.7bn takeover bid by 1NG of 
the Netherlands, clearing toe 
way for Europe's biggest cross- 
border banking takeover. 

Barring a last-minute 
counter-bid - seen by analysts 
as highly unlikely - toe ING 
offer seems almost certain to 
succeed. Three or BBL’s main 
shareholders, linked to Baron 
Albert Ffere, the Belgian 
financier, announced late on 
Friday that they would accept 
the BFr9^00-a-share bid. 

As ING already bolds 13-36 
per cent of BBL, toe bid values 
toe Belgian bank’s total share 
capital at just under $5.4bn. 

ING has voting rights 
attached to a further 6.72 per 
cent of toe shares, so could 


have passed the 50 per cent 
control threshold by buying 
BBL shares in toe open market 
on the Brussels bourse. But it 
needed the support of Groupe 
Bruxelles Lambert, Baron 
Ff-ere's bolding company; 
Royale Beige, the insurance 
group, which is also a 
Frere company; and Cfedit 
Communal de Belgique, the 
municipally-owned bank 
link ed to toe other two com- 
panies in a joint control agree- 
ment. 

There have been rumours 
Baron Ffere was happy with 
the price of the ING bid, but 
unhappy it was largely in the 
form of ING shares, not cash. 

The three companies 
together hold 37.14 pm* cent of 
BBL. Another large share- 
holder. Winterthur of Switzer- 
land. which bolds 8^3 per cent 
of BBL, had already indicated 
toe price was “attractive". 



Howard; proceeds to pay debt 


Demand 
pushes 
stake in 
Telstra 
to $10bn 


By Vincent Boland 


Australia has raised A$14.3bn 
($10bn) from the privatisation 
of a one-third stake in Telstra, 
the country's do minan t tele- 
communications operator, 
which makes its stock market 
debut today. 

The scale of the initial pub- 
lic o&bring makes Telstra Aus- 
tralia’s biggest company by 
market capitalisation, with a 
valuation of A$43bn and mare 
than I Am shareholders. 

Despite global stock market 
uncertainty - and a last- 
minute A£L4bn lawsuit from a 
former partner - strong 
demand from small investors 
in Australia allowed toe gov- 
ernment to price the shares at 
toe top of its indicative range. 
Investors applied for 4 S times 
as many shares as were avail- 
able. 

Retail investors were offered 
Telstra shares at A$3A0, and 
about one in 10 Australians 
bought town, institutions will 
pay A63.40 a share. last week 
the government raised the 
maximum institutional offer 
price to that level after indica- 
tions that many were prepared 
to pay more town the original 
AJ3.30 maximum price to 
secure an investment. 

'The government has 
achieved a very fair price." 
said a banker who worked on 
the privatisation. Observers 
said the emergence late on Fri- 
day of the lawsuit by Australis 
Media, a pay- TV operator, 
which is claiming breach of 
contract, did not affect inves- 
tor sentiment towards Telstra, 
which said it would defend 
itself vigorously. 

Overall, retail Investors, 
including Telstra employees 
and stockbroker clients, were 
allocated 60 per cent of the 
shares, with institutions get- 
ting the remainder. Telstra Is 
toe last of the big state sell-offs 
this year, and Is the sixth big 
telecommunications offering in 
toe past two months. They 
have raised nearly $40bn for 
cash-strapped governments 
around toe world. 

John Howard, prime minis- 
ter, said proceeds from the 
Telstra sale would be used to 
repay debt and set up an envi- 
ronmental fund. He also said 
no more shares would be sold 
ahead of toe next general elec- 
tion, due by May 1999. 

Completion ot the offering is 
a swansong for BZW, the for- 
mer inves tmen t banking unit 
of Barclays Bank, which 
advised toe government on the 
sale. Credit Suisse First Bos- 
ton. which was joint global 
co-ordinator in the flotation 
with ABN AMRO Rothschild, 
recently acquired BZWs Euro- 
pean and UK equities and advi- 
sory business. 

Australian analysts yester- 
day predicted Telstra would 
open at a large premium when 
trading starts in Sydney and 
New York today, because 
many institutions did not get 
all toe shares they w anted in 
the allocations. 
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Congratulations to all these companies, which - in October -joined the 2,680 companies already listed on the London Stock Exchange. In’ so doing they raised over £300 million to help finance their future. 

London stock exchange 

For more information contact our information service on 0171 797 3926, Fax 0171 334 4190, http://www.stockex.co.uk. or write to London Stock Exchange, Old Broad Street, London EC2N 1HP 
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Hostile £241m offer from Bupa for nursing home group expected to be challenged by rivals 

Other bidders emerge for Care First 


David Bacfcwen 

At feast two further Udders 
f*® set to emerge this weds 
Cere First, ttw nursing 
home company facing a hos- 
tife £24im (jfflom) bid from 


Bupa, which launched its 
Ud last week, is staling to 
consolidate its dominant 
position in the private 


healthcare market. But 
Keith Bradshaw, Care First 
chairman, yesterday 
revealed; “We are in serious 
discussions with a number 
of other parties.” 

One of the contenders is 
Chat Patel, who resigned as 
Care First's chief executive 
two months ago after a 
boardroom dispute with Mr 
Bradshaw. He is being 


advised by HSBC on a possi- 
ble offer with BC Partners, 
the venture capitalist. 

Also understood to be con- 
sidering a bid is Warburg 
Pincus, the US venture capi- 
tal group. 

Analysts suggested that 
the venture capital numbers 
would be difficult to add up 
once Care First's £100m debt 
was taken into account with 


the 150p a share offer. 

“There are a lots of ifs 
and maybes*. and ours is a 
Arm offer. It is fully priced 
and fairly values the group," 
said Bupa. 

However, Mr Patel said he 
would not have approached 
Care First without believing 
the offer could he bettered. 

"We believe we can 
improve on it and give the 


existing shareholders a 
residual interest going for- 
ward,” he said. 

Mr Bradshaw mid that if 
any of the talks led to an 
offer, the board would "con- 
sider all options with a view 
to creating value far share- 
holders. In my view and the 
board's the Bupa offer signif- 
icantly underestimates the 
value of the company. It is 


our job to secure the best 
value for shareholders e n d , 
that is precisely what we are 
trying to da” 

Bupa said there was no 
Chance of it overpaying: 
“Any thought of us going 
sky high is wrong. There 
might be a few pence extra 
far a recommended offer - 
but only for a recommended 


US hedge fund 
faces questions 


By Jonathan Ford 

A US-based emerging 
market hedge fund managed 
by ING. the Dutch bank. Is 
set to face searching ques- 
tions from investors about 
Us dismal performance star- 
ing October's market tur- 
moil. 

. The *390m Javelin fund, 
established two years ago, 
produced one of the wo r s t 
performances in the emerg- 
ing market hedge fund sec- 
tor last month, recording a 
decline of 24.7 per cent in 
net assets. 

This compares with an 
average Call of 79 per emit 
recorded by emerging mar- 
ket funds that have pub- 
lished October performance 
figures to date, according to 
Managed Account Reports, a 
New York-based research 
company. 

Analysts said that Jave- 
lin’s figures had provoked 
concern because it had been 
marketed to Investors as a 
defensive fond that would 
bold up well in volatile mar- 
ket conditions. “Javelin 
could face a lot of redemp- 
tions from investors who are 
rightly alarmed at how a 
fund with its defensive 
remit was so badly hit” 


Investors were said to be 
anxious to discover what 
trading strategies the fund 
employed during the crisis 
to establish that tt did not 
exceed the investment remit 
contained in its prospectus. 

In a letter to investors, 
Scott Gordon, Javelin’s man- 
ager, said that although the 
fund had deployed hedging 
strategies, it suffered due to 
its long positions in Latin 
American and eastern Euro- 
pean equities and bonds, 
which fell when the market 
turmoil spread to those 
regions. 

Mr Gordon said the firm 
had subsequently reduced, 
but not liquidated, its posi- 
tions. “We continue to 
believe the fundamental 
backdrop which has sup- 
ported our investent thesis 
remains intact,” he wrote. 

javelin was launched by 
ING in 1995 and marketed 
to institutional investors 
and family offices, syndi- 
cates of wealthy private US 
investors. 

Until October, it had a 
reputation as one of the bet- 
ter performing emerging 
market hedge funds, produc- 
ing average annual returns 
since inception of 32.6 per 
cent 


Gooch & Housego 
£17m float value 


By Entiko Terazono 

Archie Gooch, the 80 
year-old co-founder of Gooch 
A Housego, will receive 
£2 .8m (94.7m) as the preci- 
sion optical components 
maker comes to the market 
in a flotation which will 
value it at about £!7m 
(328.7m). 

The company, which has 
70 per cent market share in 
Q-switches, an optical com- 
ponent used in laser preci- 
sion machinery, plans to 
come to Aim next month. It 
will raise £6m of which 
£4m will go to manage- 
ment, while £2m 
will fund overseas and 


domestic expansion. 

G&H was established in 
1946 as an optic components 
manufacturer, and moved 
into acousto-optic devices, 
including opto-electronics, 
lasers and fibre optics. In 
the early 1980s. Acousto-op- 
tics now comprise half of 
the group's business, with 
90 per cent of the produc- 
tion going overseas. 

G&H reported a 35 per 
cent rise in pre-tax profits to 
£1.43m for the September 30 
year. 

Price Waterhouse Corpo- 
rate Finance is the nomi- 
nated adviser to the issue, 
with Sutherlands, the nomi- 
nated broker. 


Safeway expands in N Ireland 


By Peggy H oM nger 

Safeway, the UK's fourth 
largest supermarket group 
which is expected to report 
interim results on Wednes- 
day, will today announce 
plana to create 2,000 jobs in 
Northern Ireland as part of 
an 18 month expansion pro- 
g pirnffw*. 

The announcement comes 
as the company, which 
recently failed in an attempt 
to merge wtth rival retailer 
Asda, opens its first con- 
verted Safeway store in Col- 
eraine. It Is one of 15 Well- 
worth stores acquired in the 
joint venture created in June 
with Fitzwilton Group, mul- 
ti-millionaire Tony O'Reilly's 
investment vehicle. 

David Webster, Safeway’s 
chairman, said the group 
planned to double its busi- 
ness with local suppliers by 
March 1999. Excluding the 
joint venture, Safeway buys 
products worth £100m 
(9167m) a year from suppli- 
ers in Northern Ireland. 

The move is a clear 
attempt to assuage local 
fears over the growing pres- 
ence of British supermarket 
groups, who are keen to tap 
into the almost £6bn a year 
food market in Northern 
Ireland and the Republic. 

Tesco earlier this year 
bought the Irish supermar- 
ket business of Associated 
British Foods, while J Sains- 
bory has been trying to 
build Its own stares. How- 
ever, opposition from local 
companies caused substan- 
tial delays to Salisbury's 



Brands) Corr 

Going for growth: David Webster plans to create 2,000 new jobs over the next 18 months 


opening programme. The 
group is expected to open its 
own supermarket in Coler- 
aine within the next two 
weeks. 

Safeway is also be ginning 
construction of its first pur- 
pose built store in Cooks- 
town. Northern Irelandand 
is actively looking for sites 
in the Republic. About 1,000 
jobs will be created in four 
new stores, and the balance 


used to boost staff numbers 
at the easting Wellworth 
stores as they are converted. 

Meanwhile, Safeway is set 
to ann ounce disappointing 
first half results cm Wednes- 
day, with analysts expecting 
profits to be flat at about 
£230 m. 

Tony MacNeary, food 
retail analyst at NatWest 
Securities, implied in a bro- 
ker's note last week that be 


was pessimistic about the 
group's ability to show 
improvements in current 
sales growth, given the 8 and 
4 per cent improvements 
reported recently by Tesco 
and Sainsbury respectively. 
“Safe way’s objective of con- 
verting secondary shoppers 
to primary ones and bolster- 
ing like-for-like sales will 
have been seriously chal- 
lenged,” he said. 


Morris seeks 
£10m in float 


By Andrew Taylor, 
Construction Correspondent 

Morris Group, a 
rapidly-growing unquoted 
housebuilder in north-west 
England, will today 
announce pfam for. a fund- 
raising float The group is 
expected to raise £lOm 


Pre-tax profits at Morris 
have more than doubled 
from £L3m In 1994 to £3m in 
the 12 months .to March 31 
1997. Turnover over the 
same period has risen from 
£15.6m to £27m, with the 
number of homes sold annu- 
ally rising from 236 to 304. 

Charterhouse Tflney, the 


(916.7m) from a share plac- ’ brokers sponsoring the plac- 
ing equivalent to up to 40 lug, says Morris has the 


per cent of the enlarged 
equity. 

Management, which con- 
trols 20 per cent of the exist- 
ing equity, mainly through 
Michael Gaskell, managing 
director and Susan Hatch, 
sales director, will retain 
their shares, although the 
combined stake is expected 
to be diluted to just under 10 
per cent 

The remainder of the com- 
pany is currently owned by 
venture capitalists -which 
supported a management 
buy-out of Morris in 1990. 

The Boat comes as the UK 
housing market has been 
recovering steadily following 
a severe recession in the 
early 1990a. 

P&O, the shipping con- 
struction and property 
group, is planning to raise 
£250m to £300m by floating 
all of Boris Homes, its UK 
housebuilding subsidiary. 

The north-west region is 
the second-largest market 
for new homes in the UK, 
behind south-east England. 


capacity to lift pretax prof- 
its to £3-fan in the current 
year and to £&&n in 1998/99. 

The projections are based 
on the company's forecast 
that the number of homes 
sold annually will rise tO 500 
by the end of the century. It 
aim assumes that the float 
raises £9 -25m after expenses. 

After the share issue Mor- 
ris, which will seek a full 
listing, is expected to be left 
with net debt of about £8m 
and funds of about £i6m. 

The group says Its ability 
to generate further growth. 
In a rising UK housing mar- 
ket, would be constrained if 
it was unable to raise new 
equity funds. 

Mr Gaskell mid operating 
margins of 10.7 per cent and 
return on capital of 22£ per 
cent wore at the higher end 
of the spectrum for the sec- 
tor. 

The group, he said, hart a 

Strong land hank, o wning or 

controlling 2,047 plots equiv- 
alent to five-and-a-half years' 
supply at current output 


Granada closer to 
sale of French unit 


By David BlackwaH 

Granada Group, the 
television and leisure com- 
pany, is close to selling its 
French motorway service 
stations for about £80m 
(9133m). 

Talks are understood to be 
continuing with three inter- 
ested parties, including 
Autogrill afltaly. 

The group, which on 
Thursday is expected to 
announce a rise in annual 


pretax profits from £480.4m 
to about £635m, has made no 
secret of its desire to sell the 
French operation. Acquired 
through last year's £34bn 
hostile takeover of Forte tt 
has never been seen as stra- 
tegically important. 

The disposal would be the 
latest in a. long line since the 
Forte deal, which left Gran- 
ada highly geared. In Sep- 
tember it sold its computer 
services arm in a manage- 
ment buy-out for £89m cash. 


Gartmore to 
ran fund 

By Jonathan Guthrie 

The Shepherds Friendly 
Society has hired Gartmore 
to run £40m (967m) in invest- 
ments following a competi- 
tive tender. The investment 
manager will select stocks 
on a passive basis, but will 
aim to outperform a set 
benchmark using tactical 
asset allocation. This tech- 
nique allows the investment 
manager to adjust a portfo- 


lio’s exposure to different 
groups of assets using deriv- 
atives. 


Banca di Roma sets out its stall 
B 


This announcement appears as a matter of record only 
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anca di Roma, Italy's 
second-largest bank- 
ing group, today sets 
out on an international road- 
show designed to persuade 
financial institutions to take 
a stake in a L2,300bn 
($1.36bn) share offer later 
this month. 

Although the group is 
pledging a broad restructur- 
ing, there are serious doubts 
among Italian and interna- 
tional investors about 
whether Banca di Roma has 
the ability - and the will - 
to turn itself around. 

Despite developing a 
nationwide commercial net- 
work. years of financial mis- 
management and political 
interference have left it with 
huge losses. In June, it wrote 
down a large part of its bad 
debts and then reported a 
record loss of IA794bn for 
the first six months of 1997. 
Its level of capital adequacy 
dropped unnervlngly close to 
Bank of Italy limits. 

Now, with Mediobanca, 
Goldman Sachs and Schro- 
ders acting as global co- 
ordinators for its share offer, 
the bank is promising 
change. 


Potential investors in the loss-ridden bank’s 
L2,300bn share offer will take some convincing 


The forthcoming cash 
injection should restore its 
capital adequacy. It has 
brought in a new managing 
director, Giorgio BrambiHa, 
who has successfully turned 
round regional hanks such 
as Credito Bergamasco. 

It believes a sale of prop- 
erty assets, a cut in staff 
costs and the development of 
its asset management opera- 
tion can raise return on 
equity from 1 per cent now 
to 10 per coit by 2000. 

But several features of the 
operation, including the 
emergence of Libyan Arab 
Foreign Bank and other 
Arab organisations as inves- 
tors, have raised doubts. 

“What we are being pres- 
ented with here is a salvage 
operation that does nothing 
more than stop a crisis In 
the Italian banking system 
for the time being," said one 
corporate financier. "It is not 
a radical strategy creating 
room for Banca di Roma in 
an over-crowded sector." 


Mr BrambiHa disagrees. 
He has been at Banca di 
Roma for only two weeks, 
but is confident of success. 
He says cuts In staff costs, 
started last month with 
union agreement, will yield 
15 per cent savings in 1998. 


H 


e believes the group 
will be able to sell 
LI .250 bn worth of 
pr o perty . Even the problem 
of gross problem loans, 
accounting for some 16 per 
cent of overall lending, could 
recede, he argues, amid 
signs of economic recovery. 

However, senior corporate 
financiers say they w£Q not 
touch the global offering for 
several reasons. 

The first is that Mr Bram- 
b ilia's arrival does not meet 
their concern that "old 
regime" figures such as Ces- 
are Geronzi, the bank's pres- 
ident, must be removed. “It’s 
not for me to answer ques- 
tions about Mr Geronzi," 
said Mr BrambiHa last week. 


“Cesare Geronzi played an 
indispensable role in creat- 
ing this bank and is playing 
an equally important rale in 
changing the culture.” 

A second worry Is the deci- 
sion to allow Libya to take a 
5 per cent stake, a move 
some investors believe will 
put off US institutions. Mr 
BrambiHa insists the Libyan 
investors win not be allowed 
to sit on the Banca di Roma 
board. “If UK or US finan- 
ciers are asked to sit next to 
Libyans on the board of a 
company, they may find it 
unsavoury," he says. “But 
there is nothing unsavoury 
about an investm ent of this 
kind.’’ 

Finally, some investors 
argue' it would be better to 
break up the bank as a first 
step towards reconstruction. 
The fear is that some of the 
bank's recent acquisitions, 
such as Banca Nazionale 
deU'AgricoItora, have not 
been folly absorbed into the 
group and must be hived off 


first “It would be better to 
carve up the bank In the 
same way that the govern- 
ment broke up Banco dl 
Napoli before restructuring 
it a few years ago." says one 
corporate financier. 

The share offer represents 
30 per cent of Banca di 
Roma’s folly diluted share 
capital. And of the l.gbn 
shares on offer, up to 900m 
will be offered to the Italian 
public through a high profile 
advertising campaign. The 
rest wHL go to institutions. 

Will they be placed? 
Nobody has any doubt “It 
wfll be the old Italian story." 
says one banker. “Even if 
interest elsewhere is mini- 
mal. the leading Italian 
banks will be required to 
■take a stake.” 

Another banker concurs. 
“If Banca di Roma goes 
down,” he says, “all the 
banks’ shares go down, tire 
rating for the entire sector 
plunges, and the banks will 
be forced by Italian law to 
bail out Banca dl Roma any- 
way. They might as well buy 
the shares now." 

James Blitz 


Dairy industry 
shake-up nears 


By Maggie Uny 

The long awaited 
reorganisation of the dairy 
industry could move closer 
tiiiB week after Unigate and 
Northern Foods report 
interim profits which are 
expected to show a strong 
i m pr o vement 

Humous of bid activity In 
the sector are also resurfac- 
ing. Deals appear more feasi- 
ble due to the improved out- 
look for the sector, and on 
better share price perfor- 
mance from the two groups 
since annual profits were 
reported in June. 

This week's results for the 
half-year to September 30 are 
expected to show a partial 
recovery in liquid milk mar- 
gins, which had been declin- 
ing far years. 

Margins in the door step 
milk business have benefited 
from lower raw milk prices, 
more than offsetting volume 
declines. Sales through 
supermarkets are rising, 
though margins there are 
not improving. Higher com- 
modity prices, for butter and 
milk powder, are also help- 
ing. 

However, if the companies 


are to reorganise the sector, 
analysts believe they should 
move quickly. 

Michael Bourke, food ana- 
lyst at Panmure Gordon, 
reckons raw milk prices wifi 
start to rise again next year, 

and in margin terms, “this Is 
as good as it gets". 

Michael Landymore. food 
analyst at brokers Hender- 
son Crosthwaite. says mar- 
gin improvement will con- 
tinue Into next year, but 
then plateau in 1998-99. 

One possibility is that 
Northern Foods could 
demerge its dairy business 
from the prepared foods divi- 
sion. 

Northern Foods' advisers 
are understood to have ruled 
out a demerger a year ago. 

The prepared foods divi- 
sion, which in the past had 
depended an cashflow from 
the milk side to fund its 
expansion, is a significant 
business In its own right, 
and able to fund its growth. 
It could also be an attractive 
target for a larger group, fur- 
ther improving returns. 

Unlgate aspires to expand 
through acquisition and 
could even sell its dairy side 
to hrip fund bids. 
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ADNOC f™ites Interested parties to participate in thesaleTrTSswtw^s 
basis, of Cray Super Computer X-MP EA/232 and associated equipment 
Cray Super Computer X - MP EA / 232 : 

This machine has been with ADNOC since 1086 for the use of Reservoir 
Simulation and Super Processing for engineering purposes. 

The machine has bean upgraded several times. As a result the current Cray 
X-MP EA/232 configuration is 2 CPUs with 32 minion words of main memory, I/O 
sub-system with 4 I/O processors and 4 million words of buffer memory, wtth the 
following peripherals: pciM Disc Control Units .2 Nos. 


DD-39 1200- Megabyte Disc Drives 
j*u-l From End Interface for connection to 
IBM Channel 
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1 No. 


For further information and to obtain the enquiry package 
which Includes scope of sale, payment terms and otheTterms 
& condi t ions, please contact the following address by 10 12.1997 


Inspection & Surplus Disposal Section Supply Division 
Abu Dhabi National OH Company {adnoc ) 

Ferdous Tower - AI Salam Street - 9th Floor - Room No. 914 
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Not so very long ago, conventional wisdom 
dictated that to be the best you had to be the 
biggest. But in today’s evolving marketplace things 
are changing rapidly. 

Quite simply, trying to be “all things to all 
people” is a strategy that values quantity over 
quality. In the real world, focus and quality are 
what our clients are increasingly demanding. That’s 
why we have formed Barclays Capital. 

We’re still in investment banking. We’re still 
international and we’re still in the advice business. 
But we are now highly focused and fully integrated 
across the full spectrum of debt, lending and risk 
management products. 

Yet we remain part of the Barclays Group 
with access to a $350 billion balance sheet, an 
AA credit rating and all the benefits they bring. 

Barclays Capital. Focusing our resources and 
expertise to focus on our clients’ business. 
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Viag lifts profits 20% at nine months 


By Ralph Atkins in Bonn 

Improvements in its electricity and 
chemicals subsidiaries - as well as 
one-off gains from rearranging its 
energy and industrial holdings - 
helped Vlag. the diversified 
Munich-based conglomerate, lift 
pre-tax gaming s by 20 per cent to 
DM2.1S7bn ($l-26bn) in the first 
nine months of 1997. 

However, Viag suggested the rate 
of growth was unlikely to be main- 
tained into the last three months. 
With much of the restructuring 
complete, it stuck to a forecast of 


“double-digit'’ earnings and sales 
growth for all of 1997. 

Full-year results will be affected 
by start-up losses in telecommuni- 
cations. Along with British Tele- 
communications and Teienor of 
Norway, Viag is setting up Viag 
Interkam to take advantage of the 
liberalisation of Germany's tele- 
coms market from January. 

The nine-month results showed 
an 18 per cent increase in sales to 
DM36.6bn - although the increase 
was only 9 per cent after adjusting 
for the effects of acquisitions and 
divestments. 


• Two of Spain's leading power 
utilities. Iberdrola and Unidn Fen- 
osa, reported modest profit growth 
for the first nine months of 1997. in 
spite of an average 3 per cent cut 
in electricity prices, writes David 
White in Madrid. 

Iberdrola showed a 1.6 per cent 
rise in consolidated net profits to 
Pta7S.7bn f$539m), although turn- 
over slipped 1.8 per cent to 
Pta5S9ba. It managed to offset the 
drop in turnover through control of 
personnel costs and a Pta26bn 
reduction in financial charges, 
made possible by lower Interest 


rates. The number of Iberdrola cus- 
tomers rose 1.6 per cent over the 
nine months to 8.1m. 

The company said it had suffered 
an effective price reduction of 
4.3 per cent because of the relative 
weight of the Industrial and service 
sectors among its clients. The tariff 
cut is part of a programme agreed 
between the utilities and the gov- 
ernment to prepare for open com- 
petition. 

Iberdrola said its own electricity 
production had dropped in a low 
period for hydroelectric produc- 
tion, in which it is Spain's leading 


company. It had to Increase Its pur- 
chase of energy from other compa- 
nies by more than 20 per cent, 
partly reflecting a policy aimed at 
reducing coal stocks. 

The company, the second largest 
electricity group in Spain afte r 
F.TKtoca has invested some $79Qm 
this year to build up its interests in 
Latin America. 

Unidn Fenosa. the third largest 
Spanish electricity group, regis- 
tered a 3.4 per cent increase in con- 
solidated net profit to Ptal5L4bn on 
turnover up 2.6 per cent at 
Pta2613bn. 


Zurich offers Peregrine a steadying hand 


P eregrine, the Asian 
investment bank 
assailed by turbulent 
markets and trouble-stirring 
rumour mongers, will be 
looking for a steadying hand 
from its new Swiss partner. 

While yesterday's 
US$200m deal may not 
silence the tongue-wagging 
about financial difficulties, it 
does offer Peregrine a sub- 
stantial boost to its balance 
sheet when raising cash in 
Asia is far from easy. 

Mr Philip Tose, chairman 
of Peregrine, insists the Zur- 
ich Group is coming in as an 
investor, not a rescuer. 

"Liquidity is very tight in 
the region, and it's going to 
get much tighter." he said. 
The private equity fund that 
the two companies are 
jointly launching will be a 
vehicle for capitalising on 
Asia's less fortunate. 

"A lot of companies will 
not be able to raise money 
from banks or the stock mar , 
ket, so private equity will 
become a very important 
source of finance throughout 
Asia,” he said. 

Talks with Zurich began 
when rumours suggested 
Peregrine itself was in seri- 
ous difficulties, forcing It to 
take the unprecedented step 
of releasing a second interim 
results statement 


Peregrine and Zurich met 
last month to discuss an 
Investment fund. ‘Tt started 
with the direct investment 
fund and then they talked to 
us about Peregrine itself, 
and one thing led to 
another,” Mr Tose said. 

The deal comes at a diffi- 
cult time for broking and 
investment banking In Asia. 
Falling markets and dwind- 
ling turnovers have eroded 
commissions, while corpo- 
rate finance is hurting from 
the evaporation of IPO man- 
dates as companies defer 
plans to come to market. 

Peregrine itself has admit- 
ted to some losses in the last 
weeks of October, when the 
Hong Kong market fell prey 
to the volatility and plung- 
ing prices elsewhere in Asia. 

That volatility triggered 
losses in positions held by 
Peregrine's equity trading 
and derivatives divisions, 
resulting in a HK$l78.25m 
fUS$23m> drop to HK$124m 
in unaudited net profits from 
equity activities from Janu- 
ary l to October 24. 

Provisions on the fixed 
income side were raised by 
HK$27 1.25m in the four 
months to October 24, on top 
of the HK$193.75m in the 
first half. As a mult, unau- 
dited net profits from fixed 
income business for the 
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same period has dropped by 
HKJl 08.5m to about 
HK$147-25m- 

Things have hardly 
improved since. "From the 
end of September onwards it 
has been very difficult,” says 
Mr Tose. “And we expect 
conditions in Asia to con- 
tinue to be very tough.” 

Even so, it seems the Zur- 
ich Group is getting Pere- 
grine at a nice price: the deal 
values the group at little 
more than $800in. Mr Tose 
attributes this to falling 


share prices - Peregrine's 
stock has not been spared 
the carnage on the Hong 
Kong stock market, which 
has fallen about 40 per cent 
from Its peak in early 
August - and notes that Bar- 
days, the UK hank, received 
only $zoom for its European 
equities and corporate advi- 
sory businesses. 

What Zurich Group is get- 
ting for its money is a 
springboard for expansion 
into equities and bonds in 
Asia and an impressive con- 


tact book for its diverse 
financial services. 

Peregrine was founded 
just over a decade ago with 
some of the territory's 
wealthiest tycoons - includ- 
ing Mr Li Ka-shing and Mr 
Gordon Wu of Hopewell 
Holdings - as backers and 
an even more impressive 
portfolio of clients. It has 
particularly strong ties with 
mainland companies: Citlc 
Pacific. Beijing's main 
investment agency, also took 
an early stake. 

I n 1996 and the first nine 
months of this year. Per- 
egrine was the largest 
book-runner of Asian equity 
issues. Far the 1996 calendar 
year it generated profit 
before tax of HKtlbn. At the 
end of last year, sharehold- 
ers' funds were HKS6.7bn. 

If these facts continue to 
attract Zurich Group it may 
also, in time, acquire a big- 
ger chnnk of what is Still 
one of the region's fastest 
growing investment banking 
groups. Mr Tose prefers to 
say both groups will see how 
the partnership develops 
before taking any farther 
steps, although, clearly. Per- 
egrine shares could be 
bought in the market 
Already, by bringing on 
board executives from Zur- 


ich Centre Investments 
(ZCI). the Zurich Group’s 
vehicle for the deal. Pere- 
grine could find itself having 
to marry a more traditkm- 
,ally Swiss conservative style 
with its own Cast-moving and 
aggressive culture. 

Mr Tose points out that 
the actual board members 
axe from Its New York arm, 
and is quick to dispel any 
suggestions of a new style 
for the company he founded. 
"They do not own Peregrine, 
do not have a majority stake. 
I imagine we will run the 
business very much as we 
are.” 

That means, among other 
things, no change in the 
shareholder line-up (Mr Li 
and other shareholders in 
the privately held Peregrine 
Tnlurnafinnal Holdings Were 
not even consulted about the 
deal, he says) and no prema- 
ture de partu re of Mr Tose 
and his fellow co-founder, 
Francis Leung, although 
there are no specific terms 
binding the pair. 

But just as Peregrine 
hopes to use its topped-up 
war-chest to cut deals on its 
own terms, so the Zurich 
Group will be looking to be 
more than just a balance 
sheet to Peregrine. 

Louise Lucas 


Emerging market borrowers move to loans 


By Edward Luce 

Emerging market countries 
are switching to the syndi- 
cated loan markets to com- 
pensate for the dramatic rise 
in the cost of issuing bands 
since turmoil hit the global 
markets in late October. 

Among emerging market 
borrowers to tap the conven- 
tional lending market, Gaz- 
prom arranged a $3bn facil- 
ity at the weekend after 


negotiating much thinner 
margins than it would have 
had to pay in the eurobond 
m a r ket This is the largest 
loon to a Russian borrower. 

Gazprom, which last week 
postponed a Sibn convertible 
bond issue because of mar- 
ket volatility, negotiated a 
margin of 1.75 percentage 
points over Libor - the rate 
at which banks lend to each 
other. The loan, lead- 
managed by Credit Lyonnais 


and Dresdner, was 0.25 per- 
centage points cheaper than 
its previous visit to the loan 
market last May. 

In contrast. Russia's 
benchmark dollar bond is 
trading at a spread of more 
than 6 percentage points 
over US Treasuries in the 
secondary markets. It was 
launched at a spread of 3.75 
percentage points in June. 

"This is our chance to 
revitalise the syndicated 


loan market,” said an official 
at a US investment bank in 
London. “Bonds are simply 
too expensive for borrow e rs 
in c ur r a nt conditions.” 

Bankers in the syndicated 
loan market concede that 
margins are likely to remain 
well below the equivalent 
cost of raising capital in the 
bond markets. 

In addition to Gazprom, 
Mexico - one of the most 
prolific emerging market 


bond issuers - last week 
negotiated a $2.5bn credit 
facility in the syndicated 
loan market Margins on the 
18 -month loan are finked to 
Mexico’s credit rating but 
range from a spread of 50 
basis points over Libor to 175 
points if the country's rating 
was downgraded by more 
than three notches. 

In contrast, Mexico's 
short-term dollar bonds are 
trading at a spread of mare 


t han 400 basis points in the 
eurobond markets. 

Other borrowers thought 
to he negotiating syndicated 
loans include a “slew of Rus- 
sian banks and corporates” 
and Latin American compa- 
nies, according to one 
banker. 

More than 40 emerging 
market borrowers have 
either postponed or can- 
celled planned eurobond 
issues in the past fortnight 
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By Frederick StOdemarm 
in Berfin 

Axel Springer Verlag, 
Germany's biggest newspa- 
per company, faces a period 
of executive uncertainty fol- 
lowing Friday's announce- 
ment that chairman Jtlrgen 
Richter will stand down at 
I the end of the year. 

Mr Richter's departure, 
which had been rumoured 
for some time, has little to 
do with the performance of 
one of Germany's few pub- 
licly quoted media compa- 
nies and more to do with 
personalities and politics. 

Under his leadership the 
company, whose titles 
include Germany’s biggest 
selling newspaper, Bfld, was 
revitalised. Management arid 
administration were 
slimmed down, new titles 
launched and results driven 
to record levels. In the first 
half of 1997 profits rose 47.2 
per cent to DM118.5m 
($6&5m) on sales of DM2.2btL 

But while Mr Richter was 
rewarded with industry 
accolades for the success 
story, the chairman was not 
so adept at internal politics. 

In particular, Mr Richter, 




Jflrgen Richter: said to have 
lost confidence of board 

who joined the Springer 
board in 1994, is believed 
to have lost the confi- 
dence of the supervisory 
board following his mishan- 
dled attempt earlier this 
year to remove Kai Diek- 
mann, the political editor of 

BlLcL 

The removal of Mr Diek- 
mann, who has good ties to 
f^mnnallnr Helmut Kohl ar»d 
has written a sympathetic 


biography of the German 
leader, was not discussed 
with the editor of Bild and 
brought Mr Richter into con- 
flict with his journalists. 

The Diekmann affair is 
also believed to have 
annoyed Leo Kirch, owner of 
one of Germany’s biggest 
broadcasting groups and 
Springer’s second biggest 
shareholder. More impor- 
tant, Mr Richter appears to 
have also lost the confidence 
of Eriede Springer, widow of 
the company’s founder and 
its largest shareholder. 

hi a brief statement signed 
by Mr Richter, reference was 
made to “the events of 
recent weeks and their han- 
dling In the media” as a rea- 
son for the r^h nf rman ’w deci- 
sion to stand down. 

Relations between Mr 
Richter and Kirch were 
already strained by a tussle 
between the two companies 
for control of SAT-1, a com- 
mercial television network 
In which both Kirch and 
Springer are shareholders. 

The two men also clashed 
over an article by one senior 
Springer editor supporting 
the removal of crucifixes 
from German classrooms. 


INTERNATIONAL NEWS DIGEST 

Waste Management 
restates earnings 

Waste Management, the waste services group whose 
share price plunged last month when Its chief executive 
quit after only three months, is to take a retrospective 
8l73J3m charge before tax to its third-quarter earnings. 

The charge Includes a $2Sm item to increase reserves for 
“pending litigation". The action cuts previously reported 
earnings for the quarter from 24 cents a share to 14 cents. 

In addit ion, as a result of the “first phase” of an inter- 
nal audit review, it is reclassifying certain items in its 
published financial statements from 1996 onwards. How- 
ever, «*»» will not alter published 1996 earnings, and low- 
ers gaming * for tfie the first »inp months of 1997 by only 
.. 2 cent a share. 

Waste- has boon trying to reassure analysts that the 
largely-unexplained departure of Ronald LeMay as chief 
executive last month did not reflect the discovery of 
accounting flaws in earlier periods. Robert Miller, an out- 
side director who stepped in as Interim chief executive, 
has already attempted to bolster Waste’s board and has 
reorganised internal committees. 

The company’s audit committee said the charges to the 
third-quarter figures reflected the “first phase of an ongo- 
ing study of t hft company's business”, f> n d that it expected 
to complete its examination in the final quarter of 1997. 

The ongoing process, Waste said, could still lead to a 
further "material charge” and a passible additional 
resta tement of easier results. Included in the third-quar- 
ter charge is $3Qm to reflect asset write-downs; $72J3m to 
increase self- insurance reserves: end $45m to meet reme- 
diation costs for certain landfill sites. 

Nikki Tait, Chicago 

■ MANHATTAN CARD 

Chase set to resume full control 

Chase Manhattan, the US financial services group, is 
planning to take full control of Manhattan Card, the Hong 
Kong-listed credit card company, in a deal estimated to be 
worth HKtlJbn (US$246m). Chase holds 54 per cent of the 
credit card company, which was spun off in 1993. How- 
ever, the US bank said it wanted to resume full ownership 
to assist expansion of the business in an increasingly 
competitive market 

“This will enable Chase to focus on Integrating Manhat- j 
tan Card into Chase’s broader consumer finance busi- 
ness,” said Edward Cooper, senior vice-president and Asia 
consumer executive at Chase Manhattan. “We will be able 
to achieve lower operating costs, facilitate cheaper and 
more stable funding and invest for longer-term growth.” 

The offer price of HK$2.80 a share represents a premium 
of 64 per cent over the dosing price of Manhattan Card 
before the announcement, a premium of 32 per cent over 
the average trading price during the past 30 days, and a 
premium of about 50 per cent over the price at the Initial 
public offering in June 1993. 

Citic Pacific, the Hong Kong arm of Beijing's flagship 
Investment group, holds 20 per cent of Manhattan Card. 
Investment analysts said they expected the China-backed 
conglomerate to accept the offer. The offer Is being man- 
aged by SBC Warburg Dillon Read Asia. Should it prove 
successful, Manhattan Card will be de-listed from the 
Hnng Kong stock marke t. John Ridding, Hong Kong 

■ miERRE SHARE OFFER 

Pricing values group at L960bn 

Shares in Ittierre, the Italian company which makes lux- 
ury clothes under licence from some of Italy's leading 
fashion designers, are to be priced at L4.S00 each when 
they make their stock market debut this week. The price 
gives the company a market value of L960bn ($566m). 

Ittierre said yesterday its International offering was 
“mare than 11 times oversubscribed” after strong demand 
from institutional investors. The international tranche of 
35m shares represents 70 per cent of the total offering and 
is expected to raise L168bn. A domestic offering to Italian 
retail investors of another 15m shares opens today. Share 
allocations will be made on November 19, with trading to 
begin on the Milan stock exchange after that 
Morgan Stanley Dean Witter is global coordinator for 
the issue, which will see 25 per cent of Ittierre floated, 
although that would rise to 2&8 per cent if an over-allot- 
ment option is exercised. Vincent Boland 

■ MOTOR MANUFACTURING 

Renault sharply up in third term 

Renault, the French vehicle manufacturer, appears to be 
building on its recent comeback, reporting a sharp 
increase in third-quarter revenues and hoisting its share 
of the European market for cars and light commercial 
vehicles back above 10 per cent Third-quarter revenues 
climbed 21 per cent from year-earlier levels to FFr50.6bn 
($&7bn), taking the total for the first nine mnntim of 1997 
to FEW5D-6hn - up 11 per cent 
The company said it had benefited from an improved 
model mix, as well as higher sales volumes outside 
France and favourable exchange rate fluctuations. Its 
western European market share roadbed 20-2 per cent in 
the third quarter, having tumbled to 9.4 per cent in the 
second. David Owen, Paris 

a JAPAN TOBACCO 

Tax blamed for first-half setback 

Japan Tobacco blamed a drop in first-half profits an an 
increase in consumption tax as well as changes to pension 
reserve calculations. Net profits fan 15.9 per cent to 
YSS^Sbn ($264m) for the six months to end-Septembw, 
while pre-tax profits were down 16.4 per cent to Y62.35bn. 
The results were in line with market expectations, apart 
from the Y3^9bn reduction in pre-tax and net profits 
caused by the accounting changes relating to retirement 
reserves. 

Sales were down 4.4 per cent to Yl,296£bn, which was 
largely attributed to the tax increase. Smokers bought 
advance supplies of cigarettes before April L when the 
consumption tax rose from 8 per cent to 5 per cent The 
farmer monopoly has also been losing market share to 
foreign competitors since 1986, when other entrants were 
allowed in, but still has 77.8 per cent of the market 

Bethan Button, Tokyo 


San Miguel seen as takeover target 


By Justin Marozzi in Manila 

Speculation that San Miguel, 
the Philippine food and bev- 
erage group, is a takeover 
target has intensified, follow- 
ing the $74xn sale of a 2 per 
cent stake to an undisclosed 
buyer. 

Shortly before the stock 
market closed on Friday, 
ING B a ri ngs sold 50m San 
Miguel A-shares (which are 
closed to foreigners) for 
50 pesos each, a 27 per cent 
premium to their closing 
price. 

Unusually, the price also 
represented a premium to 
the B-shares, which are 


open to foreigners and 
generally trade at a higher 
price. 

ING Barings and San Mig- 
uel both declined to com- 
ment on the transaction. 

The market has been 
awash with rumours that a 
deal had been stmdk 
between the government and 
Eduardo Cqjuangco, who are 
contesting the ownership of 
a 20 per cent stake in San 
MlgueL 

The stake was sequestered 
a decade ago by the adminis- 
tration of president Corazon 
Aquino, which believed Mr 
Cqjuangco had accumulated 
the assets fraudulently 


under the Ferdinand Marcos 
government 

The Supreme Court has 
not decided the long-running 
case. 

Analysts believe the gov- 
ernment win allow Mr Cqju- 
angco to sell his stake in 
return for supporting the 
administration's candidate 
in presidential elections next 
May. 

Mr Cojuangso, an impor- 
tant political kingmaker, 
bad been linked with Joseph 
Estrada, the vice-president 
and leading presidential con- 
tender from the opposition. 

Mr Cojuangoo*s stake, in 
addition to another, larger 


sequestered tranche, 
amounts to about 50 per cent 
or San Miguel's equity. Bro- 
kers said this could explain 
the recent series of small 
block sales in San Miguel 
paving the way -for the 
majority Ownership- 

Analysts said the buyer 
was likely to he Metro 
Pacific, the Philippine arm of 
Hong Kong's First Pacific, 
itself a subsidiary of Indon- 
esia’s Salim group, although 
there has been no official 
confltmation. 

“I think this is the opening 
salvo,” said the head of 
research at a foreign broker. 
“It looks as though San Mig- 


uel, an icon of the Philippine 
market, is on the block and 
being sold to Indonesians. II 
that’s right, this is the most 
signi fi cant corporate action 
in Manila for years.” 

The deal comes at a diffi- 
cult time for San Miguel, 
which is expected to be 
among the groups in the 
Philippines worst hit by 
the regional tunnoCL 

Last month, it announced 
third-quarter profits down 72 
per cent to 288m pesos 
($8£m). 

ft said for each, peso depre- 
dation against the dollar in 
the second half of the year, 
it was losing 90m pesos. 
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DAIWA EUROPE LIMITED 
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CREDIT COMMERCIAL DE FRANCE 
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HSBC INVESTMENT BANKING 
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Advisers to the French State 

Banque Paribas 
Deutsche Morgan Grenfell 


Advisers to the Company 

Banque Nationale de Paris 
Lazard Preres et Cie 
Merrill Lynch International 

October 1997 




20 


* 


FINANCIAL TIMES MONDAY NOVEMBER I? 1997 


Sen Pa retire em Mercados 
Emergentes e dc Capitals 


ingA£»barings 


FINANCIAL TIMES 


MARKETS 


THIS WEEK 


Ai Hoii-'h' if! £1 / f h f ip '» h] 

and Capital Markets 


INGJk) BARINGS 


Global Investor / Peter Martin 

Waking up to convergence 


Total 


In loeaf omey to 18/11/17 


m \ , fwwi tt mwff, *es» . — ate 


JNC 


.mm* - . 

IZjnodtfw ■ &.70 


OOT 007 , 007 0.13 0.14 

uo4 .“aza ass- OjSS aeo 

ABE- ; 83* 8JB& - ess _ 


Month .090 

1g month* 094 


•ILK- 000 008 018 -032 

-083 .015 018 007 -083 

887 088 11.19 781 


. MOTar. .' . . 
Wak. .026 
Month 


•O01 028 ' Ol» . 035 -033 

4 12T -OT9 -O0B -046 -1.43 

. 10.16 828 740 1684 1287 


-2A -68 -32. -23 -03 -8.1 

-62 -f12 -12.8 -88 -05 -10.6 

27 J -21.0 . 307 248 304 • 21J 


12 months. 


SmscMiIi BanOr'tamnCMMM. 


cart- onfoM*** u* 


Tb» ft/smp mam «Ms mm mi jsMiy «•»> tv rr-aa * ** ** * ** 


For European investors, the 
turmoil in Asian markets 
has had the side-effect of 
causing a re -evaluation of 
the fundamental attractive- 
ness of domestic equities. 
Now that the relentless 
global appreciation of share 
prices has paused, just how 
attractive are European 
stock markets? 

Two recent pieces of bro- 
kers' research cast light on 
this question from two quite 
different directions. Underly- 
ing both of them Is the cen- 
tral theme for European 
markets ova" the next few 
years: convergence • of inter- 
est rates, the real economy 
and management attitudes. 

Long-term interest rates of 
likely members of the Euro- 
pean Monetary Union have 
already converged Markets 
are now waking up to the 


implications of convergence 
of short-term interest rates. 
They have not fully got the 
message, according to Albert 
Edwards, the strategist at 
Dresdner KLe inwort Benson. 
His argument, recently sum- 
marised in two complemen- 
tary reports*, is that the new 
European Central Bank wiQ 
set interest rates at level 
appropriate to the core econ- 
omies of France and Ger- 
many. Peripheral countries, 
for which a much higher 
interest rate would he appro- 
priate, will therefore 
undergo a protracted boom. 

This will be bad for export- 
oriented companies in those 
countries, but good for 
domestically-oriented infla- 
tion beneficiaries. The econ- 
omies most affected, he 
argues, will be Spain, Italy, 
Ireland and the UK. 


Eventually, these econo- 
mies will converge with the 
core, and the boom will sub- 
side. But convergence will 
take time, and there will be 
substantial market gains in 

Ihp mwiwHinp Ft tytti an over- 
seas investor's point of view, 
this will be like participating 
in the Asian bubbles, but - 
thanks to the euro - without 
the risk of a foreign 
exchange crisis and a crash. 

The third converge n ce. In 
management attitudes, is 
illustrated by research from 
Goldman Sachs. A team of 
portfolio strategists headed 
by Mike Young have applied 
the currently fashionable 
doctrine of Economic Value 
Added, originally devised by 
the consultancy Stem, Stew- 
art to the big European 
stodrgwrkets.** 

EVA pramines the spread 


between a company’s return 
on capital and its cost of cap- 
ital. It therefore indicates 
whether managers are creat- 
ing value for shareholders or 
destroying tL 

The Goldman analysis sug- 
gests that, though quoted 
Europe as a whole has been 
creating value tor sharehold- 
ers, individual countries 
have had very different per- 
formances. 

Switzerland is the only 
market which has achieved 
positive EVA in every year 
since 1987. Next come the 
Netherlands and Norway. 
“At the other end of the 
spectrum,’' say Goldman 
analysts. “Italy, Spain and 
Finland have been consis- 
tently destroying value.” 

Year-to-year EVA results 
are heavily dependent an the 
cycle, as the pattern in the 


chart implies. But the under- 
lying trend in all countries is 
Improving - even in the 
three laggards. One possible 
conclusion to draw from this 
research is that European 
OUmpmlaB are slowly getting 
better at providing share- 
holders with a positive 
return an capital: in short 
that management attitudes 
are converging towards 
greater shareholder-friendli- 
ness. 

But is Europe as a whole 
over or under-valued at cur- 
rent equity prices? The Gold- 
man analysis highlights the 
critical factor played by the 
corporate sector's long-run 
ability to generate returns 
over and above its cost of 
capital. 

If you assume that returns 
on all fan to cost 

of capital after 10 years, than 



European markets are 45 per 
cent over-valued. 


earn one percentage point of 
return over and above its 
cost, then European markets 
are on av e rage 5 per cent 
under-valued. On this latter 


erate long run returns ova: 


this task. The process of 
creating monetary union 
win temporarily disrupt the 
process, however; generating 
excess returns in some com- 
panies and regions, and 


* Riding the Euro-Bubble I 
and JL- An analysis of the 
impact of the European Short 
Rate Convergence, Albert 
Edwards, Dresdner Kleimrort 
Benson, 20 Fenchurch St. 
London. EC3P3DB. 

**EVA Applied to Euro- 
pean Markets. Mike Young. 
Peter Sullivan, Alastair 
George and Ali Wokhasieh. 
Goldman Sachs Interna- 
tional. 139 Fleet St, London, 
EC4A2BB. 
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basis, Switzerland and Swe- 
den are cheapest, Finland holding them artificially low 
and Norway are most expen- in others, 
sive. 

C ompanies * ability to gen- peter.mardn@FT.com 


If yaa assume, by contrast, 
that capital is always able to 


and above their cost erf capi- 
tal is critical to their value. 
Europe is getting better at 


Currency 
factors 
to lift 
NestlS 

Nestle is expected to report 
tomorrow sales of SFr56.&- 
58bn ($41 bn) for the ten 
months to October, up from 
SFr4A3bn a year earlier, ana- 
lysts said. 

They said much of the 
expected rise in 10 months 
sales wiO be from positive 
curre n cy factors and coffee 
retail price increases. In 
July, Nestis reported first- 
half sales of SFr33.5bn 
(SFr2&4hn). 

The company said it 
expects full-year sales to rise 
15 per cent, from SFr60-5bn. 
while 1997 net profit should 
“at least” match the sales 
growth rate. 


Mario Corti, Nestle chief 
firmrtrini officer, said in Sep- 
tember the Impact of coffee 
price rises seen since the 
beginning of the year will "to 
a certain degree" be felt by 
the company in the second 

half 

Mr Corti said domestic 
operations have seen “con- 
siderable” increases in the 
first half and that Nestl&’s 
business in central and east- 
ern Europe is expanding 
strongly. 

Analysts said few sur- 
prises are expected from 
NestU’s ten months report 
following a recent analysts' 
mpaHng “if there was some- 
thing really important going 
to happen they would have 
found a way to discuss it (at 
the analysts’ meeting),” said 
Richard Newboult, a food 
analyst with Lehman 
Brothers in London. Mr 
Newboult has not yet pub- 
lished 10 winrrtha sales esti- 
mates for Nestle. 


Anne Alexandre, a Credit 
Suisse First Boston analyst, 
who forecasts sales of 
SFrS62bn in the 10 months, 
said the company could soon 
announce a large acquisition 
in markets or in 

strategic product areas to 
use more “aggress iv ely" its 
cash reserves. 

“Nestfe’s strong potential 
in emerging markets, espe- 
cially southreast Asia, raises 
hopes of a more aggressive 
use of its cash,” Ms Alex- 
andre said. 

The company’s net gearing 
of about 30 per cent could 
further decrease given its 
strategy of not mairing large 
acquisitions, leading to an 
increasingly “unfavourable 
weighted average cost of 
capital, " ghe said. 

“We believe NestU’s man- 
agement does not want to let 
the gearing fall too low and 
is looking for ways to use 
the cash. One very likely 
possibility is to^make major 
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add-on acquisitions and that 
could happen before the end 
of the year,” Ms Alexandre 
said. AFX, Zurich 

■ Nippon Telegraph and 
Telephone Co is expected to 
report for the six months to 
September parent pre-tax 
profit in a range of Y175bn- 
Y200bn ($L62bn) on Friday, 




analysts said. This year far 
the first time, NTT will also 
announce group results at 
the interim stage. 

Analysts said strong 
demand for new services 
should help offaet the ongo- 
ing decHne In warning * cm 

long distance nails as the 
company continues to. cut 
tariffs. In the year to March! 


1997, NTT reported a parent 
pretax profit of Y207.7bn an 
revenue of YSJfiOhn. 

Hlrafami Tw«da l an Oka- 
san Securit ies a nalyst, said 
he expects NTT’s parent pre- 
tax profit fix* the period to be 
Y200bn, with the negative 
impact of cuts in 

Inmg-wIhtHinrg rail tariff*; off- 
set by higher revenues an 
digital line services. 

At the group level. Inaria 
said there should be no sur- 
prises, with strong earnings 
from NTTs cellular phone 
unit DoCoMo's expected to 
balance tiie weak earnings of 
itsPHS unit, NTT FenasaL 

Yas umasa Okada, Bal-ichi 
Securities analyst, said he 
expects the company's par- 
ent pre-tax profit in the 
range Yl75bn-Y19flbn 
reflecting the cuts in 
long-distance charges. Mr 
Okada said that his wide 
forecast reflects the diffi- 
culty. in making- a .more 
accurate forecast as “it is 


not clear how much NTT 
used on capital spending in 
the half." 

Mr Okada said NTT 
DoCoMo's earnings are 
expected to be pressured 
because of the launch of its 
discounted services. “NTT 
has not disclosed the num- 
ber of users of its discount 
service, so it is unclear what 
the negative impact here 
will be . . . but this dis- 
count service clearly did 
have a negative impact,” be 
said. AFX. Tokyo 

■ Few big companies are 
suffering as from the 
effects of staging's rise than 
British SteeL Investors will 
discover exactly how bad 
things are today when the 
group reports interim results 
for the six months to the end 
of September. The challenge 
af calculat ing ft* impact of 
currency changes has left 
the City struggling to reach 
a consensus. Forecasts for 


pre-tax profits range unusu- 
ally widely from £70m 
($U8m) to investors 

will also be looking for a 
progress report on the cost- 
cutting campaign and on 
international moves, includ- 
ing a planned Indonesian 
mill and a passible invest- 
ment in Germany's Preussag 
Stahl 

■ The market will be 
looking for progress on cost 
cutting, following the regula- 
tor's price review, at 
Trans co, the pipeline busi- 
ness of BG, when the group 
reports third quarter results 
on Thursday. 

There will also be interest 
in BG’s cash management - 
net debt stood at £2.6bn 
(pLSSbn) at midway - and 
since then shareholders in 
the company, part of the for- 
mer British Gas. have 
approved a £12bu share buy- 
back. NaiWest is expecting 
pre-tax {unfits of about £6m. 
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8 & 9 December 1997, Hotel InterContinental, London 


The globalisation of the pulp and paper industry has long been 
'discussed, but 1997 will be remembered as the year in which 
its effects really started to be felt. Acquisitions and cross- 
border alliances have become increasingly frequent: thcTt is 
little doubt that a few large businesses wfll dominate by the 
end of tbc century. 

The influence of a small number of powerful indusiry leaders 


drawn from all parts of the world will therefore impact the 
future of this sector. How do they see the future? What 
business philosophies will they apply? How will they meet 
the increasing demands of their investors and customers? 

The FT World Pulp and Paper Conference will bring together 
senior industry executives, their customers and investors lo 
address the demands of the world-wide marketplace. 
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Mr Munahlko Ohkual 

President 
OJi Paper Co Ltd 
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Chairman 
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Mr KUutJLuei 
Managing Director 
Burda Draek GmbH 

Mr Groffe Deaa 

Member of the Executive Board 
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Mr Roger A Wright 

Managing Director 
Hawkins Might* 

Mr Jimmy Yang 

President 

Tri-Union (USA} Inc 

Mr Thomas P dogbane 

Managing D ir ect or 

Morgan Stanley & Co Incorporated 

Mr Jonko Katana 

Dfreaor, Environmental Affairs 

Kesko Ltd 

Mr Paul C Vtrhaeghe 

Director 

McKinsey A Company Brussels 


Mr Ethan P e mp a ey 
European Pulp and Paper Analyst 
UBS Limited 

MrB CBoteen Smith 
Managing Director 
DUlon. Read A Co Ine 
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Matav rides above the storm 



A 20 per cent slump in share 
prices on the Budapest stock 
market over two days last 
week was hardly the most 
anspkdous backdrop to the 
flotation of Matav. Hunga- 
ry’s national tslPMmmiiniM- 
tions operator. The threat of 
legal action by local competi- 
tors - timed to cause maxi- 
mum discomfort to the gov- 
ernment - also did not help. 

Indeed, since the Asian 
finanriai crisis began to 
affect emerging markets, 
Hungarian share prices, 
which had been pushed 
sharply higher by foreign 
buying this 3/ear, have fanwn 
by about a third. Neverthe- 
less, Matav successfully 
floated an Friday, managing 
a small premium when trad- 
ing began in Budapest and 
New York. 

“Given where the markets 
were, particularly the Buda- 
pest market, we weren’t 
blessed with the most benign 
backdrop,” said Doug Redi- 
ker, director of investment 
banking at Merrill Lynch, 


which was joint global coor- 
dinator with Credit Suisse 
First Boston. But, he added, 
“we woe never going to pull 
it, and we were never going 
to change the price range". 

Some observers said the 
fall in share prices in emerg- 
ing markets made Matav*s 
Ft730-Ft845 ($3.80-3 4.30) 
indicative price range, which 
some already considered to 
be foU value, look expensive. 
“Six weeks ago I would have 
bid in the second half of the 
range,” said a London-based 
fund manager, who eventu- 
ally pot in a bid at the mini- . 
m um price. 

Despite that, Matav had 
been well received by poten- 
tial investors during its 
roadshow. Many said they 
were impressed by the man- 
agement and its commit- 
ment to uharphnlriw value. 

Pflrtr streub, chairman and 
chipf exec utiv e, believed thfa 
was a critical factor in sway- 
ing investors: “Daring the 
roadshow we visited 40 cities 
and talked to about 900 


international investors. They 
showed high confidence in 
the track record of our man- 
agement and our commit- 
ment to deliver shareholder 
value.” 

The $L2bn (£71Qm) issue, 
the biggest share offering 
from central Europe, was 
three times subscribed. Insti- 
tutional investors bought 80 
per cart, with 27 pear cent 
from the UK, 27 per cent 
from US investors, 8 per cent 
from Hungarian institutions, 
22 per cent in Europe, and 16 
per cent elsewhere. 

Over 168,000 applications 
were also received from 
Hungarian small investors, 
three tlmas as many as in 
previous retail offerings. 

Budapest’s BUX share 
index recovered by over 8 
per cent on Friday, although 
Matav closed only Ft5 
higher, at Ft735 in relatively 
light trading. In New York, 
MataVs American deposi- 
tory receipts (ADRs) also 
held steady after opening, 
hovering just above the offer 


price of $18.65 each. 

Volume in New York on 
opening day. however, was 
exceptionally heavy > some 
2.4m ADRs had changed 
hands within the first hour 
of trading. 

Matav’s debut on the 
Budapest stock exchange, 
which increases the bourse's 
capitalisation by some 50 per 
cent, is a big boost for the 
broader market. “I believe 
we are in for a calmer period 
on the stock exchange, and 
the successful Matav offer is 
a good sign of that," said 
Gyorgyi Suranyi, chairman 
at the National Bank of Hun- 
gary. 

It remains to be seen 
whether the success of the 
Matav issue represents a 
boost for other companies in 
the region seeking a stock 
market listing. Hungary is 
currently the favourite mar- 
ket among foreign fund man- 
agers, and its companies 
have been at the forefront of 
the drive to tap the Interna- 
tional capital markets. 


The Financial Times plans to publish a Survey on 

Brazil 
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MARKETS: This Week 


ti^W YORK By Richard Waters 


Clues to the direction of the 
US financial markets over 
the coming days are as likely 
to be found in Asia or Latin 
America as anywhere closer 
to home. Wall Street has 
settled into an uneasy calm 
after the turbulence in world 
financial markets of recent 
weeks, unsure bow seriously 
to take the economic 
difficulties developing far 
away - but, as last week 
demonstrated, heightened 
volatility is still in evidence. 

US Treasury bonds have 
been the beneficiary of the 
fears stalking other world 
markets, driving the yield on 
the long bond down to about 
6.1 per cent last Friday. 
Domestic economic evidence 
has supported the case for 
bonds, and should continue 
to do so in the coming days 
- though some economists 
have warned that Treasury 
prices have got ahead of 
themselves, particularly 
since the Federal Reserve 
could have raised interest 
rates last week, had it not 
been for the financial 
turmoil elsewhere. 

This week's economic 
news is expected to offer 
further support for the view 
that strong growth and low 
inflation remain the norm 
for the US. 

Today’s industrial 
production figures should 
show a rise of about 0.6 per 
cent during October, 


Benchmark yield curve (96)" 
tat \ 1/37— March ago = 
ft 75 



Daw Jones industrial Average 
7.600 



according to economists 
surveyed by Standard & 
Poor's MMS. That would be 
the fourth consecutive 
month that production rose 
by more than 0.5 per cent 
Despite this evidence of 
surging output, though, 
there should be further proof 
that inflation remains 
subdued. Tomorrow's release 
of the consumer price index 
for October is expected to 
show a rise of only 0.1 per 
cent, or 0.2 per cent 
excluding the volatile food 
and fuel components. 


LONDON By Philip Coggan 


The global picture continues 
to dominate the outlook for 
the UK market, as investors 
worry about falls in 
emerging markets, a further 
rise In US interest rates, and 
the financial stability of 
Japan. 

There was talk last week 
that some brokers might be 
moving to downgrade their 
profits forecasts for UK 
companies in the wake of 
the Asian problems. The UK 
market, as measured by the 
non-finandal mriev, trades 
on a price/earnings ratio of 
more than 19. 

Whereas Asian countries 
are worrying about 
deflation, the Bank of 
England still has Inflation 




HONG KONG 

More volatility is on the 
cards for the equity market 
this week, and investors will 
again be focusing on the 
property sector as plots 
came under the auctioneer’s 
hammer on Wednesday. 

While a rise in prime inter- 
est rates appears to have 
been averted for the time 
being, analysts say it 
remains a possibility. Inter- 
bank interest rates fell 
sharply towards the end of 
last week, which helped 
push the stockmarket 
higher. But further specula- 
tive attacks on the Hang 
Kong dollar could force 
interbank rates higher 
again, possibly leading to a 
rise in mortgage rates. 

The concern over interest 
rates is likely to cloud 
Wednesday’s auction, when 
two small plots, both for res- 
idential use, will be offered 
for sale. If prices are sharply 
lower than market forecasts, 
share market investors could 
take it as a bearish signal. 

Rising money costs and 
slowing growth in China are 
leading brokers to down- 
grade forecasts of economic 


activity. UBS. for example, 
expects GDP growth in Hong 
Kang to slow to 4.6 per cent 
next year from 5.7 per cent 
in 1997. 

ZURICH 

Mounting speculation that 
UBS is about to announce a 
large purchase, or a buy- 
back of its own shares, could 
be pot to rest on Friday at 
the bank’s autumn news 
conference. 

The rumours have been 
doing the rounds In recent 
weeks, along with sugges- 
tions that UBS would reveal 
its plans at the gathering. 
Last week, UBS followed its 
usual practice of issuing a 
firm ‘no comment' on a press 
report that it was planning 
to acquire Merrill Lynch. 
The US investment bank has 
frequently been mentioned 
as a potential partner as part 
of the trend toward consoli- 
dation in the flnflprrifl i ser- 
vices industry. 

Tomorrow, Nestle is expec- 
ted to report sales of 
SFrS6.8bn-SFr58bn for the 
10 months to end-October. 
up from SFr48.3bn a year 
earlier. 


Analysts say much of the 
expected rise will stem from 
positive currency factors and 
increases in the retail price 
of coffee. 

PARIS 

Global trends mixed with 
sporadic outbursts of take- 
over speculation are likely to 
remain the dominant the me 
for French equities. 

The CAC 40 equities index 
climbed back above the 2,700 
level last week, pasting mod- 
est net gains as investors 
continued to concentrate on 
the more defensive sectors. 
Oils, foods and drugs have 
all come in for selected 
buying. 

Last week's $5.4bn take- 
over bid for Banque Brux- 
elles Lambert, Belgian's big- 
gest bank, from ING of the 
Netherlands sparked a flurry 
of rumours about similar 
financial deals in France. 

Insurance giant Axa-UAP 
was at one stage touted as a 
possible counter-bidder for 
BBL, and some dealers have 
not totally written off the 
idea of French Involvement 
once the Belgian bank has 
made a formal reply to ING. 


I CROSS BORDER M&A DEALS f 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

MG (N lands) 

BBL (Belgium) 

Banking 

*5.4 bn 

Sector record 

SfTA (France) 

Unit of Brownlng-Ferrfs 
(US) 

Waste 

management 

$1.45bn 

Doubling Europe 
aales 

Cooper Industries {US} 

Msnvier-Swain (UK) 

lighting 

$27Bm 

Founder sells 

CSFB (Swttz/US) 

Unit of BZW (UK) 

Banking 

$255m 

European move 

Textron (US) 

Ransames (UK) 

Engineering 

$231 m 

Agreed bid 

Etam Mweloppement (Fr) 

Etam (UK) 

Retailing 

Si 57m 

Cash or paper 

Enron (US) 

Pantax Energy (UK) 

Oil & gas 

$139m 

Refinancing 

Royal & Sun Attanee 

IUIQ 

La Construcctfn 
(Chile) 

Insurance 

$127m 

4096 stake 

BBA (UK) 

Bfcfim (Brazil) 

Engineering 

materials 

$40m 

LatAm entry 

US Steel (USyvsZ 
(Slovak RJ 

JV 

Steel 

rVa 

50/50 venture 


Tins ormouncenumt appears os a matter of record naif. 


RHONE CAPITAL LLC 


IS PHASED TO ANNOUNCE 


Rhone Partners LP 

AN D 

Rhone Offshore Partners LP 


Private equity partnerships formed to invest in acquisitions, 
recapitalizations and growth opportunities, capitalized at 

$ 350 , 000,000 

in partnership interests. 


Union Bancaioe Priv£e 

acted as placement agent to Rhone Offshore Partners LP 
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on its mind, as witnessed by 
the recent 25 basis point rise 
in base interest rates. 

Whether a further rate rise 
will be deemed necessary is 
the main subject of domestic 
interest 

This week's economic data 
releases will provide some 
clues. October's retail sales 
numbers, which are due to 
be published on Wednesday, 

should show a sharp 
rebound, after the funeral of 
Diana. Princess of Wales, 
depressed the September 
figures. 

Nat West Markets is 
predicting an increase of 2 
per cent month-on-month 
and an annual increase of 5.3 
percent 



Broad money supply 
growth is a statistic watched 
closely by the Bank. 

Thursday’s monthly 
trends survey from the 
Confederation of British 
Industry win point to how 
thw manufacturing sector is 
standing up to the strength 
of sterling. 

The best hope for the 
market may lie in the fact 
that institutions have above 
average levels of cash and 
are ready, according to the 
recent Merrill Lynch survey, 
to move back- into shares. 


FRANKFURT ByGraham Bowtey 


The German markets tWn 
week will, on the economic 
front, be digesting M3 money 
supply figures for October. 
Analysts at UBS expect than 
to show an unchanged 
growth rate of 52. per cent. 
On Wednesday, the Efo index 
of business sentiment is 
expected to show a further 
small increase. 

Hoechst, the German 
p hannace i i timi c and 
chemicals group, is due to 
present its figures for the 
first nine months of 1997 cm 
Thursday. Hoechst 
disappointed investors 
earlier this year when its 
six-month figures were lower 
than analysts expected. 
Hoechst said the figures 
were distorted by the 
restructuring that has 
transformed the company 
over the last few years. 

Bayer and BASF, two 
other big chemical and drug 
groups, last week both 
repeated strong growth in 
the nine-month figures. 

BASF was helped by robust 
expansion in its chemicals 
business but it reported 
virtually no profit in drags. 

It did say, however, that 
business was being helped 
by a mounting revival of 
growth in the domestic 
German economy and was 
no longer being supported 
just by exports. 

Preussag and Fresetrius 
present results of their 
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current business tomorrow. 
Today, the German hanking 
association holds its autumn 
press conference. 

There is likely to be more 
faH-out from the bid for 
Rolls-Royce this week after 
VW last week declared an 
interest in buying the UK 
luxury car manufacturer. 
VW shares soared on Friday 
after earlier falling an fears 

about the company’s 
Brazilian operations. 
German rival BMW has also 
said it is interested in 
acquiring Rolls-Royce. 




COMMODfTKES By Kenneth <3obd*mg 


Attention mil be fixed this 
week an Japan's troubled 
financial sector. The Nikkei 
225 Average equity market 
index foil through the 15,000 
mark in intra-day trading on 
Friday. 

Investors will be 
concerned if further falls 
occur on the Tokyo Stock 
Exchange, as any additional 
declines would undermine 
the value of Japanese banks' 
equities holdings, and 
therefore worsen their 
capital adequacy ratios. 

The danger Is that the 
banks would be forced to 
raise capital through the 
sale of more equities - with 
the effect of driving the 
market down further - and 
that they would start 
tightening credit, weakening 
the Japanese economy still 
more. 

One of the first indications 
of any incipient credit 
crunch will be in today’s 
bankruptcy figures. 

Japanese banks will start 
announcing their 1997-98 
first-half results on 
Thursday and Friday, and 
pretty poor they are likely to 
be too. 

Many of them have 
already been forced to make 
substantial provisions for 
losses on their equities 
portfolios but the market 
will be anxious to hear their 
forecasts for the full year to 
March 31 next year. 
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The government is 
expected to announce 
another package of stimulus 
measures tomorrow but 
expectations are low. 

Normally, investors would 
be concerned about 
Thursday’s trade figures. 

The data for October are 
expected, to be double that in 
the same month last year, 
but analysts believe the US 
is willing to tolerate this - 
and a weaker yen - as a 
price worth paying for not 
under mining the banking 
system. 


Gold producers seek grains of comfort 


Gold, platinum and 
palladium are likely to win 
much attention this week. 

With the gold price peril- 
ously near its lowest level 
for 13 years, beleaguered 
producers hope some crumbs 
of comfort can be offered on 
Wednesday when the World 
Gold Council reports on 
demand trends in the third 
quarter of 1997. 

On the other hand, con- 
sumers of palladium, an 
essential material for some 


automotive and electronics 
components, will anxiously 
scan the interim report 
from Johnson Matthey, the 
world's biggest platinum- 
palladium marketing organi- 
sation, on Tuesday to see 
what it has to say about Rus- 
sian supplies. 

Bureaucratic hold-ups and 
political wrangling stopped 
Russia exporting any of 
these metals in the first six 
months of this year. As Rus- 
sia supplies 70 per cent of 


thra world's palladhiTn and 25 
per mot of Us platinum, *hg 
impact on prices was pro- 
found. In August, supplies of 
palladium were so tight that 
the price was forced up to 
$245 an ounce, its highest far 
18 years. 

In Japan, the biggest con- 
sumer of palladium, the 
Tokyo Commodity Exchange 
had to talfA emergency mea- 
sures to make It easier for 
Japanese speculators who 
had sold palladium short (in 


effect bet on a foil in the 
price) to cover their posi- 
tions. 

Palladium's price has sub- 
sided since Russian exports 
re-started and has been 
dragged down recently by 
poor sentiment from the gold 
market washing over other 
precious metals. Neverthe- 
less. at about $207 an ounce 
In London on Friday, palladi- 
um’s price was 75 per cent 
higher than at the start of 
this year. 


In contrast, the London 
gold price has fallen by 
nearly 16 per cent since Jan- 
uary over worries about 
what the world's central 
banks will do with their 
reserves of the metal. 

According to the World 
Gold Council, a promotional 
organisation financed by 
some gold producers, 
demand was at record levels 
in the first half of 1997 and 
remained high at the start of 
the third quarter. 




Japanese revival hangs on fall in yen 


Anything Japanese or US 
officials say about exchange 
rates this week will fascinate 
the market. 

The yen has sunk steadily 
over the past fortnight to 
just above its lowest level 
against the dollar for five 
years. So far, both Tokyo 
and Washington have kept 
quiet implying their consent 
to the move. But the mildest 
caution against the yen’s 
slide could cause the cur- 
rency to bounce high. 

Today, Lawrence Sum- 


mers, US deputy treasury 
secretary, meets Hiroshi Mit- 
auz nk a, Japan’s finance min- 
ister, in Tokyo. Eisuke Sak- 
akibara, the vice finance 
minister for international 
affairs, known to the market 
as “Mr Yen”, will probably 
be there too. A word from 
any of them could move the 
dollar ^yen rate sharply. 

The consensus among cur- 
rency strategists is that both 
the US and Japan now sup- 
port a slide in the yen, as 
long as it does not happen 


too fast. Japan’s economy 
has slowed, and devalua- 
tions in other Aslan neigh- 
bours have made Japanese 
goods less competitive 
abroad. Little is expected 
from new fiscal stimulus 
measures tomorrow, so only 
a foil in the yen could revive 
the Japanese economy, say 
many strategists. 

They will also be watching 
the Nikkei 225 stock index 
closely. It too has been slid- 
ing steadily, and closed on 
Friday at a two-year low of 


15,082. That is damag in g Jap- 
anese banks, which use their 
shareholdings as capital 
They were not in the best of 
health anyway, and last 
week several were down- 
graded by credit agencies. 
Fresh falls in the Nikkei 
would farther dent confi- 
dence In Japanese banks, 
and could hit the yen. 

Further foils in Korean 
assets could have the same 
effect. The Bank of Korea 
last week intervened heavily 
to stop the won from drop- 


ping below 1,000 to the dol- 
lar. But if attacks on the 
won this week succeed, the 
yen could suffer in its wake. 

The week’s key data 
should be US industrial pro- 
duction figures for October, 
released today, and US con- 
sumer prices for the same 
month, out tomorrow. The 
price figures are expected to 
be mild. However, many 
expect the Federal Reserve 
to raise interest rates next 
month, for the first time 
since March. 
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Japanese 
banks under 
pressure 
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Japanese banks have had a 
hard time of it recently. 
After a series of credit rating 
downgrades - most recently 
last Friday, when IBCA 
downgraded individual rat- 
ings of Mitsubishi Trust, 
Sumitomo Trust, Mitsui 
Trust, and Yasuda Trust - 
banks have had to pay more 
for short-term funds. 

From a spread of around 5 
basis points over non- 
Japanese banks in the inter- 
bank market (the “Japanese 
premium”), they are now 
paying around 35 basis 
points more than their coun- 
terparts. In addition, the bal- 
ance sheets of Japanese 
banks are under pressure as 



the Japanese stock market 
continues to £aIL 
This has -forced some 
banks to liquidate other 
assets to make up far the 
reduction in profits from 
their equity holdings. For- 
ty-five per cent of equity 
profits - or “hidden 
reserves" - are counted as 
Tier 2 capital reserves on 
banks’ balance sheets. 

As a result, Japanese gov- 
ernment bonds briefly halted 
their upward trajectory last 
week as banks sold their 
holdings to shore up their 
capital reserves. From a low 
of 1.575 per cent on Wednes- 
day, JGBs rose to yield more 
than L7 per cent as banks 
liquidated their assets. At 
the same time, some 
sold their US Treasury bond 
holdings to free- op capital 
for regulatory purposes. 

“Banks could argue that 
all the risks in the JGB mar- 
ket are now on the down- 
side.” said Nigel Richardson, 
band strategist at Yamaichi 
( Securities. “For the yield an 
: JGBs to drop below L5 per 
cent, there would have to be 
an economic melt-down. It is 
simply not going to happen." 

Does this mean , however . 
that Japanese banks will 
continue to withdraw liquid- 
ity from overseas assets. 
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including US Treasury 
bonds? Analysts say that a 
wholesale repatriation of 
capital is very unlikely. With 
the Nikkei -225 index con- 
tinuing to head downwards 
- possibly to below 15,000 
this week, according to one 
pessimist - banks have few 
profitable domestic outlets 
for their capital: 

At the same time, how- 
ever, many are facing quite 
dramatic pressures on their 
balance sheets. 

“The only assets that can 
justify the return at the 
moment are overseas 


bonds,” said an official at a 
Japanese bank in London. 
“But with thp yen continu- 
ing to depreciate against the 
US dollar it is also a bad 
time to switch into dollars.” 

In the meantime. IBCA — 
the specialist bank-rating 
agency - and others are 
keeping a close eye on their 
balance sheets. With little 
hope of a revitalised stock 
market in the near future, 
few are expecting the Japa- 
nese premium to fall back to 
normal levels. 

EX. 


Issuers turn to floating-rate sector 


Lingering uncertainty after 
three weeks of volatility in 
the international markets 
have made it nearly impossi- 
ble to issue large amounts of 
fixed-rate paper. As a result, 
borrowers with funding pro- 
grammes to complete before 
the year-end are turning to 
the floating-rate market, in 
which investors' appetite 
has remained intacL 

“You have to remember 
that just as borrowers need 
to find money, investors also 
have cash that needs to be 
invested," said a syndicate 
manager at a continental 
European bank in London 
“Neither issuers nor inves- 
tors can wait forever." 

In the first week of 
November, every bond 
issued in the dollar sector 
paid a floating-rate coupon. 


Last week, five put of seven 
issues were floaters - one. of 
the remaining two was a pri- 
vate placement 

“it’s not that market con- 
ditions are favourable for 
floating-fate issues, it’s just 
that they are much more 
unfavourable for issuing 
anything else," said a US 
banker. “The market is gen- 
erally very thin, but particu- 
larly so for fixed-rate bonds." 

Analysts said investors 
had -become averse to sev- 
eral types of risk. 

“Buyws are not only shy- 
ing away from interest rate 
risk, now they are also 
afraid of credit risk," said, 
one. "Announcements like 
the cme by Chase Manhattan 
don’t help.” 

Last week Chase Manhat- 
tan. the largest US hank. 


said it had lost roughly 
5160 m during October as a 
result of “sharp price 
declines and a loss of liquid- 
ity for certain securities, par- 
ticularly emerging market 
securities” in south-east 
Asia ?nd Latin America. 

Salomon Brothers, Which 
led a Jlbn floating-rate issue 
last week for the European 
Inves tm ent Bank, said con- 
cerns about the health of 
hanks had boosted demand 
at the fop- end- of the credit 
rating spectrum. 

“Investors are looking for 
price stability” said a syndi- 
cate official. “This is the 
kind of. environment in 
which people fed safer hold- 
ing cash. As one of the best 
rated issuers, the ETB offered 
a higher yielding alternative 
to Treasury bills." 


With the traditional 
Christmas lull approaching, 
analysts expect investors to 
remain cautious until the 
end of the year. 

“I cannot imagina launch- 
ing a medium-grade corpo- 
rate bond in this environ- 
ment," said one syndicate 
manager. “With the year-end 
approaching, everybody gets 
nervous and wants to hang 
on to the performance they 
have achieved so far. Inves- 
tors will not even accept tak- 
ing moderate risk,” he 
added. . 

In spite of last month’s 
volatility, Salomon Brothers’ 
broad index of investment 
grade bonds is still up more 
than 8 per cent since Janu- 
ary this year. 

S.I. 


NEW INTERNATIONAL BOND ISSUES 
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Standard & Chartered 

Standard Chartered PLC 

^ngnMeagtorttoavto 

lis$300 } 000 y 000 Undated Primary 

Capital Floating Rate Notes (Series 2) 

In accordance with the provisions of the Notes, 
notice Is hereby given that for the six months period 
(182 days) from 17th November 1997 to 
18th May 1998 the Notes wffl carry interest at the 
rate of 6.1875 per cent per annum. 

The Interest payment date will be 18th May 1996. 
Payment, which will amount to US$312.81 per 
US$10,000. Note and US$1,564.06 per US$50,000 
Note, wilt be made agatnst surrender of Coupon 
NOJ24. 

West Merchant Bank Limited 
Agent Sank 


Standard & Chartered 


Stand ard C hartered PLC 

US$400,000,000 Undated Primary 
- Capital Floating Rate Notes 

In accordance with the provisions of the Notes, 
notice is hereby given that for the Interest 
Determination period from 17th November 1997 to 
17th December 1997 the Notes will carry Interest at 
the rate of 6.0625 per cent per annum. 

Interest accrued to 17th December 1997 and 
payable on 14th January 1998 will amount to 
US$50.52 per US$10,000 Note and US$505.21 per 
US$100,000 Note. 

West Merchant Bank Limited 

Agent Bank 
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Uphill struggle for Karachi 


Growing political uncer- 
tainty across Pakistan is 
expected to further under- 
mine investor sentiment 
when the Karachi stock 
exchange opens today after 
the weekend. The market 
will be closely watc hing 
prime •mirrigtw Nawaz Shar- 
if’s appearance before the 
supreme court this morning 
on contempt of court 
charges, just one of his bat- 
tles with the courts, whose 
outcome could decide his 
political future. 

The pessimism, however, 
is not just driven by the 
country’s political condi- 
tions. The KSE-100 index, 
which closed last week at 
1,785.00, is trailing almost 15 
per cent behind the high 
point of its short-lived rally 
last month, when a new 
agreement with the IMF 
sparked a recovery. 

The fall in share prices has 
been triggered by the tur- 
moil across Asian markets, 
concerns over Pakistan's 
economic performance and 
heightened security fears 
after the assassination of 
four American businessmen 
ill Karachi last week. 

Pakistan’s hope6 of step- 
ping up sales to other Asian 
countries, which took a third 
of its U$8.7bn exports last 
year, have suffered at least a 
temporary setback. 

On the domestic front, 
fresh concerns have emerged 
over the economy’s outlook 
after revelations that the 
yield from this year’s cotton 
crop would once a gain fan 
substantially behind its tar- 
get of 10.5m 3751b bales. 
Some analysts have 
suggested production may 
fall below the 9m bales 
required by domestic textile 
industry, the country's larg- 
est industrial sector. 

A failure of the cotton 
crop could have far-reaching 
implications. Almost 60 per 
cent of Pakistan's exports 
are cotton. A crop failure 
would mean domestic cotton 
prices would soar, and tex- 
tile factories, already faced 
with losses from previous 
years, would once again see 
their pro fi t s shrink. 

For the Karachi stock mar- 
ket, the fortunes of textile 
businesses axe important, 
making up more than a 


Pakistan 

KWachiSE index 
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quarter of the 748 companies 
listed on the market 

Concern has also mounted 
over the future of other 
crops, especially rice, output 
of which is expected to fall 

due to r ainfall around har- 
vest time, and wheat, pro- 
duction of which may also 
fall because of late sowing. 

This has further dampened 
prospects for the economy. 
Pakistan’s current and trade 
account deficits could swell 
if it needs to import more 
food grain this year to com- 
pensate for crop losses. 

The immediate anxieties 
have also been fuelled by 
worries over personal secu- 
rity after the killing of the 
American businessmen. 

All Jamil, head of corpo- 
rate finance at Karachi’s 
Jahangir Siddiqul brokerage 
house, says: "Nobody is 
going to come here as long 
as the security situation 
doesn’t improve. The invest- 
ment outlook is going to be 
dampened.” 

While many analysts cau- 
tion against the risks 
attached to the country, 
some add that investors may 
find underpriced shares 
worth buying. 

Nasir Bukhari, chief exec- 
utive of Khadim All Shah 
Bukhari, an other large bro- 
kerage says: “The outlook 
for the market has been 
harmed* by recent events, 
but the good news is that for 
tiie selective buyer there are 
attractive bargains too," 

Other analysts point 
towards the Hub power com- 
pany. ICI Pakistan, FFC Jor- 
dan. and some of Pakistan's 
newly-emerging private 
banks, which are all consid- 


ered among the safest stocks 
for medium to long-term 
equity investors. 

But there is no consensus 
on the time-frame needed, for 
a tumround. One Karachi- 
based businessman says, the 
outlook may not clear for 
several months. “Even if tur- 
moil across Asia settles 
down, nobody knows how 
long our own domestic situa- 
tion will take to dear." 

If Mr Sharif emerges suc- 
cessfully from his battles 
with the courts, many ana- 
lysts say his government 
would have to take tougher 
measures to improve inter- 
nal security, an essential 
prerequisite for new invest- 
ment flows. 

Other areas in need of 
urgent reform are the coun- 
try’s tax system, widely con- 
sidered to be corrupt, and 
attempts to improve export 
performance through 
improvement in quality of 
products and marketing. 


While the IMF programme 
has given Pakistan the 
opportunity to seek commer- 
cial loans to tide over its 
debt repayments, govern- 
ment officials concede that 
the deal with the IMF may 
not last its full three-year 
term without an improve- 
ment in the economy. 

Four previous IMF pro- 
grammes in the past nine 
years all subsequently col- 
lapsed when Pakistan failed 
to introduce tough reforms 
seeded to improve official 
revenues and to cut the bud- 
get deficit. 

Nisar Memon, a former 
federal minister and now 
head of the IBM in Pakistan, 
says: “What is important is 
to provide on enabling envi- 
ronment for business 
growth.” 

“If the government fails to 
provide that environment, 
business growth will be tre- 
mendously affected.” he 
adds. 


Emerging markets: IFC weekly Uvestabte price inefices 


. Market 

No. of 

dtoctis 

Nov 13th % Change % Chang* 

1807 over weak on Doe *08 

Latin America 

1271} 

504.40 

-10.1 

+8J6 

Argentina 

(32) 

941.18 

-9.9 

-1.0 

Brazil - 

{TO 

28727 

-16^ 

-22 

Chile 

(50) 

665-83 

-1.9 

+7.4 

Colombia’ 

fl5J 

814.64 

-6.6 

+28.7 

Mexico 

(62) 

644.59 

-7.1 

+21.7 

Peru 3 

P4) 

207.88 

-10.4 

+5.6 

Venezuela 3 

PZ) 

890.39 

-12.7 

+22.3 

Asia 

(758) 

13a49 

-8 J3 

— 45J2 

China 4 

(43) 

64.42 

-92 

-12.6 

South Korea* 

(184) 

51.12 

-9.0 

-33.8 

Phifippkva 

(48) 

130.18 

-3.3 

-55.7 

Taiwan, China* 

m 

141.58 

-7.7 

-7.6 

India 7 

(72) 

B6.25 

-6.4 

+9.5 

Indonesia* 

(61) 

61^6 

-15.0 

-52.0 

Malaysia 

(157) 

13450 

-7.7 

-593 

Pakistan* 

(24) 

256.22 

-2.3 

+30^ 

Sri Lanka® 

(5) 

122.94 

-0.2 

+29.3 

Thailand 

(65) 

74.43 

-6.6 

-66.4 

Euro/MBd East 

P97) 

141.78 

-9.0 

+5.6 

Czech Rep 

(6) 

58.40 

-8.0 

-16.8 

Egypt • 

P8) 

97.84 

-2.6 

- 

Greece 

(54) 

321.85 

-7.1 

+32.B 

Hungary" 

(12 ) 

215.08 

-24.4 

+9.3 

Israel 

m 

114.79 

-5.1 

+14.8 

Jordan 

(6) 

212.S6 

+0.6 

+14.0 

Morocco - 

• (11) 

133J94 

+0.5 

- 

FotancP 

(30) 

571.49 

-12.0 

-22.0 

Portugal " 

PS) 

191^9 

-3.7 

+30.9 

Russia . 

. Pi) 

133.14 

-196 

- 

Slovakia 

. (5) 

100.42 

-3.6 


South Africa 11 

(77) 

189.57 

-4.5 

-9.1 

Tufkayi* 

(58) 

280.02 

-17.1 

+74^ 

Zimbabwe" 

(10) 

481.14 

-63 

+16 

Composite . 

P&S) 

244J7 

-92 

-176 
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FT 


FINANCIAL TIMES 
Financial Publishing 

Providing essential information and objective 
analysis for the global foumtial industry 

The FT 

Fraud Report 

♦ Money laundering ♦ IT and computer fraud 

♦ VAT and customs Iraud ♦ Accounting fraud 

♦ International commercial crime 

♦ Financial Services fraud 

♦ Tax fraud and corporate issues 

♦ Derivatives and securities 

♦ Fraud and the media ♦ Banking fraud 

♦ Fraud investigations ♦ Fraud case reporting 

♦ Procurement fraud ♦ Offshore financial fraud 

Hie FT Fraud Report will help you to 
meet your responsibilities in defecting 
and preventing fraud. 

Subscribe new. 

Ten issues a year. £350 (UK) £380/US$570 (ROW) 

Cafl +44 ( 0)171 896 2314 
or fax +44 ( 0)171 8962274 
far a free smnple copy. 

Or order direct from: 

FT Futandaf Pubfishng, Maple House, 

149 faBenham Court Road, London W 1 P 91 LUIC 


HSBC GLOBAL INVESTMENT FUNDS 

SoaW dTnvEsWBcmem A Capita! Variable 
7rttednMarcbtMXHerbcs,L-I72S Luxembourg 
R.C. Luxembourg B-250S7 

CONVENING NQI1CE 

StenboUen an baeby mvnol n men] be 
ANNUAL GENERAL MEETING 

of JiMchoIdcn of our Company which kill lake place n ihr offiivk ol HSBC 
INVESTMENT FUNDS LUXEMBOURG SA. 7 me du March! an Hertic^ L-ITM 
Liquid mng . an No v enrf gr 28. 1997 v II am far ibe purpose ,rf isnuJerinj; mJ sonny 
H*m the folk>wtaK aceoda: 

1. AckaowkdBemoa of Ibenpan of die Bond onAiraort and Ar icponrf da: auditor, 
for Ibe period ended July 31. 1997 

2. Approval of tbe fmimnal ana-l i ons and a Pre-amm of profits for Ibe ) ear en&sl Juh 
31.1997 

3. Dtadnye of the Dixsctcmi 

4. HrtTkai and rc-totebon of D re tnn and laaficaron of die coo[«anjo rfiw Direct ura 

3. Ekctknof Auditor* 

Cl UacrUmas 

The ifcd iB s m B on itae agenda of toe Annual General Mectme will icquur nr> guonim and 
will be taken al toe rinyfc majority of toe dans ptrsenl or rep mcni ol and tonne. 
SbarcboMen who wtah to rate by pro*} should irassi tocir Poster of Anomr) form io 
HSBC INVESTMENT FUNDS LUXEMBOURG SA. 7 rue do March! ms Hertev L-l 
Luxembourg or aend li by fox (confirmed b> mail) to HSBC INVESTMENT FUNDS 
LUXEMBOURG SA. (ax (332) 4 7-55.69. ar> atloonhe iu laser ihu* No, ember 25to I** 1 '. 
Spra. 

Id order io take pan ai toe Annual General Meeimp toe uwnen of bearer shares nuti 
dqxait ttmr time* 5 dear dayx beforc toe metnnj; » the rejroarm! otlke o» toe junJ, " rue 
du Masstot ais Hesbeai L-1728 Liarntaat 
Thr Born) ofDijeoorc 


First 
Pacific J 
FIRST PACIFIC CAPITAL LIMITED 

(lacorporard in Hang Kxmg under At Companies Ordinance 
(Chapter S2) wilh limited habtlinl 

US$60,000,000 

Guaranteed Flouting Rale Notes due 2000 
guaranteed by 

FIRST PACIFIC COMPANY LIMITED 

(Incorporated m Bermuda wider the Company Act. } 990 nst h 
limited hoMay I 

In accordance wirfi tbe provisk»s of [be Floating Ran: Notes. nc<ice 
is hereby given that Tor the period from 1 3 / 1 1/97 to 13/5/98 ihe 
Notes trill cany an Interest Rate of 7.0750% per annum calculated 
on a principal araoaw of: 

USS35.57 1 53 per Note or I'SSl.OOaOOO 

Standard Chartered 

Standard Chartered Bank 
As Reference Agent 


ill 

LesEchos 

lassr*. 0 --— . 

The FT can help you reach 
addaiooal hsirim-rc lenders m 
France. Our link wifli the French 
buxines* ne w spaper. Les Echo*, 
gives you a unique reauitmefll 
advemshtfi oppanunity to 
capitalise on the FTs European 
readership and to further target 
the French business world. 
For information on raes and 
further details please telephone-. 

Toby Finden-CroftS on 
+44 I71 8734077 


JJ 5 . Morgan & Co. 
Incorporated 

US$250,000,000 
Subordinated floating rate 
notes due November 2002 

fn accordance with [hr 
provisions of the notes, notice 
is hereby given that far Ihe 
interest period 17 November 
I997to 18 May 1998 the notes 
wtH cany an interest raw of 
5.93016% per anrusn. Interest 
payable on die relevant interest 
payment dale 18 May 1998 will 
amount to US5H&40 per 
USS5.000 note and USS2.988.00 
per USSlOaOOO note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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THE WEEK AHEAD 



DIVIDEND & INTEREST PAYMENTS 


I UK COMPANIES 


■ TODAY 

Akzo Nobel FL2.50 
Aon $0.26 
Aquarius 3.31 p 
Argos 6.1 p 

BS O'seas Ser A Gtd FRN Pf 
$0.49 

BT Fin 9%% Gtd Bd 1998 

$468.75 

Beazer 4.5p 

British Land 61*% Cv Bd 
2007 £27.08 
Caradon 2.9p 

Chester Asset Rcvtrts 2 Asset 
Bckd FRN 2003 £1887.47 
City Mort Rcvbls 1 Mtg-Bckd 
FRN Feb 23 Ser 96-2001 
£47.90 

Do No 2 Mtg Bckd FRN 2023 

Ser 96-2002 £53.77 

Do No 3 Class A Mtg Bckd 

FRN 23 £50.89 

Do Gass B £76.28 

Do No 4 A Mtg Bckd FRN 

Aug 2028 Ser 1997-2001 

£58.38 

Do Class B £78.28 

Do No 5 A Dfd Int Mtg Bckd 

FRN Sep 2032 £42.29 

Do Gass B £87.59 

Do No 6 A Mtg Bckd FRN 

Mar 2029 £58.70 

Do Gass B £76.28 

Coca-Cola 6% Nts 2000 

$60.0 

Colgate-Palmolive $0,275 
CommerdaJ Union 12J25p 
Dagenham Motors 2-5p 
Elect de France 11%% Gtd 
Ser Ln 2009/10/11/12 £293.75 
Euro-Vlp Sec Var Rate Nts 
2030 Ser B $36683.33 
GESB 8.35% Gtd Sec Bd 
2018 £41.75 
Gieves 0.4p 


Hunting 3p 
Iceland l.8p 

Jartflne Lloyd Thompson 4.5p 
Merivale Moore 1.5p 
NKK 6.1% Bd 1999 

Y61 0000.0 

Nationwide Bldg Scty 61*% 
Nts 1999 £6155 
Nichlrei 5% Bd 2000 

Y500000.0 

Nihon Doro Kodan 9V*% Gtd 
Bd 2000 $475.0 
Regent inns 2-3p 
Sanwa Bank Can Gtd Fxd/ 
FRN 2005 $1631.94 
Sanwa Fin Aruba Gtd Step-up 
FRN Nov 2004 Si 609.54 
Sekisul House 5.95% Bd 1999 
Y595000.0 

Sonar 1 Gass A Mtg-Bckd 
FRN 2021 £149.56 
Do B Mtg Bckd FRN 2021 
£216.33 

Standard Chart Und Prim Cap 
FRN (Ser 2) $322.92 
Toyobo FRN Feb 1998 
Y21 565.0 

YKK 3.9% Nts 1999 
Y3 90000.0 

■ TOMORROW 

Abbey Natl Treas Gtd FRN 
2002 £186551 
Ark) Wiggins Appleton 2.9p 
BG 7%% Nts 1997 £7655 
Boot (Henry) 2.3p 
Fisher (James) 15p 
Merchants Tst 4.65p 
NT & T 7%% Nts 1999 $77.50 
Treasury 10% 2004 £5.0 

■ WEDNESDAY 
NOVEMBER 19 

Abtrust High Inc Tst 1.7p 


Abtrust New Pfd Inc Inv Tst 
3?5p 

Alpha Airports 1.B4p 
Arcolectrlc 0.8O9p 
Citicorp $0,525 
Exchequer 9% 2002 £4.50 
HSBC Sb Cllrd FRN 2008 
$2959 

Hitachi Credit 6%% Nts 2001 
$6655 

Korea Exchange Bank Sb 

FRN 2006 $8150.02 

Nat West Bank Var Rats Cap 

Nts 2008 $155.12 

P & O 714% Cv Bd 2003 

£3655 

Rugby Estates 054p 
Thorpe (FW) 3.13p 
Trafford Park Estates 2.8p 
Treasury 101*% 1999 £555 
Yrftyspankkl Ser B Und Sb 
Var Rate Nts $169.01 

■ THURSDAY 
NOVEMBBl 20 

Avco Tst Gtd FRN 2000 
£1 85.36 

Bank Scotland Und Prim Cap 
FRN $31655 

British & American Inv Tst 
155p 

Caradon B 2.574688p 
Caterpillar $055 
Chime Com ms Q.65p 
Clarkson (H) 1.5p 
CMG 2. Bp 

Domestic & General 33p 
Exchequer 12% 1998 £6.0 
Fennica No 1 A Asset-Bckd 
FRN 2025 $318452 
Do Class B $3347.78 
Do No 2 A1 Asset-Bckd FRN 
2024 FM1 6988.50 
Do Class A2 FM31600.0 
Do Class B FM 18450.40 


Finland 7%% Bd 1997 
DM77.50 

Fintrust Deb 9V4% Sev Db 
2023 £4.625 

Highlands & Lowlands MS0.06 
Kyushu Bee Power Sl*% Nts 

2001 $85.0 

Portugal 9% Ln 2016 £225.0 
RoyaT Bank of Scotland FRN 
2005 £92.16 

SR Pan-European Inv Tst 
055p 

Treasury 2%% IL 2003 
£2.4664 

Treasury 21*% IL 2009 
£2.4664 

Weils Fargo $1.30 

■ FRIDAY 
NOVEMBER 21 

Albright & Wilson 255p 
Alexandra Workwear 2l5p 
Barratt Devs 6p 
Blue Circle 4.65p 
British Fittings 1.65p 
Britt Allcroft 15p 
Brooks Service 1-3p 
Bryant 3.6p 

Cadbury Schweppes 55p 
Capital & Regional Props Ip 
Chase Manhattan Snr FRN 

2002 $147.42 
Concurrent Tech O.lp 
David Brown 25p 
Delphi 2.4p 
Doeftex 2_75p 

Ford Credit Europe 8%% Nts 

1997 £8655 

Ham leys 35p 

Hampden 0.6p 

Indl Control Services 05p 

Irish Life IR3-9p 

Japan Dev Bank 9 %% Gtd 

Nts 1997 $462-50 

Kingfisher 6.5p 


Konica 7.8% Nts 1997 

Y7BOOOO.O 

Lincat 7p 

M-R Grp 2. Bp 

McBride 4.65p 

Nationwide Bldg Scty 131*% 
Sb Nts 2000 £1350.0 
Norcor l.lp 
Ocean Wilsons Ip 
Personal Assets Tst 120p 
RAP a7p 

Sun Life & Prov inc ial 3.Bp 
Taylor (Charles) i.85p 
Themes Water Util Fin 101*% 
Gtd Bd 2001 £1050.0 
Thistle Hotels 1.4p 
Trans-Tokyo Bay hfigh 6 %% 
Gtd Bd 2006 $343.75 
Treasury 12%% 2003/05 

Utd inds 0.85p 
Watts Blake Beame 4.4p 

■ SATURDAY 
NOVEMBER 22 

European Inv Bank 10%% Ln 
2004 £259.375 

LGS invs 8%% Sec Bd 2020 
4.375p 

Treasury 21*% Cv IL 1999 
£25732 

Treasury 14? 1998/2001 £7.0 

■ SUNDAY 
NOVEMBER 23 

Sunderland 11%% Rd 2008 
£5.875 

Trinidad & Tobago 1214% Ln 
2009 £6.125 


■ TODAY 

COMPANY MEETINGS: 
Gartin ona Smaller Go's Tat, 
Fenchureh Exchange. 8, Fen- 
church Place, E.G. 12-00 
Scottish National Tst, 125. 
West Regent Street Glasgow. 
10.30 

Verity, Grocers Han, Princes 
Street EC.. 1050 
BOARD MST1NGS: 

Finals: 

~ Gran tchestar 
i n t eri m s : 

British Steel, EMAP. Hr- 
stbus, JMCTT, Pennine Aim 
Vet, 600 Grp, TBI, TEX 
HMga* Unigate. WWtecroft, 


■ TOMORROW 
COMPANY MEETINGS: 
Schroder Japan Growth Fd, 
33. Gutter Lane . EC., 3.00 
BOARD MEETINGS: 

Finals: 

BOC, Enterpise Inns, Glas- 
gow Inc Tstlnterims: 

Adam & Harvey, Chamberfin 
& Hat De La Rue, GaU 
Thompson Environmental, 
Great Portland Estates, Mar- 
shalls, Merchant Retail, 
Northern Foods, Raymond, 
Rebus, Vodafone. 

■ WEDNESDAY 
NOVEMBER 19 
COMPANY MEETINGS: 

Bafflia Gifford Japan Tst, 1, 
Rutland Court, Edinburgh, 
12.30 

Lincat Station Road, North 
Hykeham, Lincoln. 950 


Orb Estates, 110. Cannon 

Street 6.C.. 11.30 

Trace Computers, 224-232. 
St John Street E.C., 3.00 
BOARD MEETINGS: 

Finals: 

Century Inns 

Ferraiis 

Interims: 

Black Arrow, Gourtaulds, 
Dawson Int European Col- 
our, European Motor, FKL 
Hyder, lonica, Jarvis Porter 
Qnt Mmr Int Robert Wis- 
eman Dairies, Safeway, 
Southnews. 

■ THURSDAY 
NOVEMBER 20 
COMPANY MEETINGS: 
Barratt Developments, Plas- 
terers HaH, 1. London WaO. 
E.C., 250 

Bum Stewart Distillers, 
Trades HaH. Gtassford Street 
Glasgow, 10.30 
Manchester Utd, Old Traf- 
ford, Manchester, 11.00 
Upton & Southern, 175, Lin- 
thorpe Road, MldcSesborough, 
11-00 

Usbome, The Bam, Mlcheid- 
ever Station, Winchester, 
1250 

Waterman Partnership, 
Apothecaries Hall, Blackfriars 
Lena. E.C., 12JJ0 
BOARD MEETINGS; 

Finals: 

Ffeemet 

Granada 

Tomkmsons 

Interims: 

Baring Stratton tmr, Bradford 


Gartmerw Shared, 
rangle. Hill Hire, Lambert 
Fenchureh, Man <ED & F), 
Powell Duffryn, Powsrgen, 
Shires Inc, Storehouse. 
VocaSs, York Waterworks 

■ FRIDAY 
NOVEMBB? 21 
COMPANY MEETINGS: 

Bel [winch, Malcolm House. 
Empire Way. Wembley. 10.00 
Gartmore Enterprise Tst, 
Fenchureh Exchange. 8, Fen- 
church Place. E.C.. 4.00 
McKechnie, Glazfers Hafl. 9. 
Montague Close. London 

LMto. Mid- 

diawich, Cheshire. 12.00 
Rerrishsw, Gables ton. Fal- 
ftekj, Gloucs. 12.00 
Vision. Aviation House. 31. 
PlnkhiH. Edinburgh, 2.30 
BOARD MEETINGS: 

Interims: 

Osborne A Little 

Company meetings are annual 
general mootings unless other- 
wise stated. 

Reports and accounts are not 
normally available until 
approximately six weeks after 
the board meeting to approve 
the preliminary results. 

This list is not necessarily 
comprehensive since compa- 
nies are no longer obliged to 
notify the Stock Exchange of 
Imminent announcements. 



CONFERENCES & EXHIBITIONS 


FT CONFERENCES 
Speaker's Papers 

If you are unable to anend any of cur wide 
ranging industry events in person, 
conference proceedings in available to 
pundnse. FT Confe r ence speaker's papers 
provide you wife an imakaAie ■esentfa Mol 
to keep abroad of indusBy developments 
and to formulate your own co mm e r cial 

iMjwmtnniwi nuHiWi^..iiiiMea. 

Far ftntber mfonnaDon please contact: 
FT Conferen ce s. Maple House. 149 
IbnEriarniGMi Read. London WIP9LL 
TO: 0171 896 2626 ficc 01 71 S96 2696 

LONDON 


Tbe 15B7 Gateaus db GtaUbafin 
affaSesmffesIbkats 

Or Edgar Chang 

Chairman Hong Kong Stock Eatf wn ge 
PsterLaHny 

CIMEsacufive HSBC kiMstment Bonk 
Mary Sctiapiro 
Pre si dent NASO Haflufabon 
Dr Mark Uotdua 

PreddantTempfekm Ernwntag Marion 
John Kemp- Watch 
Chairman London Stock Exchange 
Choired by HBV, IOSCO, BSA 
RAommlnagonaf fltoim|or 
sa cw tes ste M M today Hanatfng Wan. 
Ones Border Hutting, Capital Mring, 
Pqr and Rocnritnwnt, Regional Itartat 


QUral Raid ttonegamanL 

GtobafS^NrtMs, (togUWbm, 

Slock laotol FnyiaUhiii. 
Rdkanoedpta near avafcbie £175 
Tkt laa order to: tteaer GBP 
TO +44 nt714tS 1000 
Fta+« (0*171 419 1050 

Hex, London 

NOVEMBER 18 & 19 
Data Warehousing 97 

- Europe's only dedicated Data 
Warehousing exhibition • SO leading 
vendors and suppliers on show • Free 
seminar programme ■ New product 
launches. Exhibition Open Times: 10 
am - 3 pm on Tuesday; 10 am -4 JO pm 
on Wednesday. 

Ticket Hotline: 0181 879 3300 

hop :/Avww .business- intelligence- co. ui 

LONDON 

NOVEMBER 20 & 21 
FT European Economic and 
Monetary Union 
Economic impaa of EMU and die SmEgic 
impBcabons for motea ml 

Eiaopean based coputo Spatos The 
Rt Hon Kenneth Clarke QC MP; Mr 
Howard Davies: Mr John Kemp*Welcb- 
Enquiries: Lucinda Robots, FT Ccnberns! 
Tel: +44 171 896 2120 
Fax: +44 171 896 2696/2697 
Emafl:lu cln d aiq» peation-proxom 

LONDON 

NOVEMBER 27 

Using Information to DeBver 

ExceBence to Customer Service 

An ail day structured opportunity to 
discuss ggra mrr service issues with Etc 
minded professionals who wars to team 
‘best practice'. Expert speakers start the 
d is cus si on: On synficaica of participants 
examine key issues. 

For Ibis event and other custom er service 
activities coofocG 
Tbe Customer Service Network 
Tel: 01934 74U02 Fax: 01934 74II13 
Email: csn@ctMonmieLconi 

LONDON 

NOVEMBER 27-28 
The Economist Conferences 
Key Operating and Inv es tment 
Issues hi Russta. 

FottUcel Risk, Manag em ent, 
Finance, Legal tames. Human 
Resources 

For Amber information rontnrt: 

Ms Gcriinde de Lconardis, Ms Monika 
Davies. The Economist Conferences 
Td: <43.1} 7124! 62 0 
Fax: 143.1171467 69 

Marriott. VIENNA 


i: ran 


Tile First World CATV 
Strategy Summit 

CATV's strategic futures in 
telephony, Internet and 
digital TV are discussed. 
Operator presentations 
combined with specially 
researched business 
simulations designed tor 
senior executives, in a 
unique event 
CATV Summit Convener 
Tel: +44 171 9570030 
FOX: +44 171 957 0031 
E-maD: ,n auhBfl^cf w ptftt VBJOW 


Association of Corporate Treasurers 

Corporate Finance 

Sponsored by SBC WARBURG 
DBonFtead 

Corporate Hrtance is one of 
the most glamorous corp orate 
activities. This two day 
Conference, designed by 
leading practitioner, w* give 
delegates a thorough 
understanding of the key 
topical aspects of Corporate 
Rnance, and wn inchxte 
many practical case studies. 

For Registration Details: 

Kafliy Brennan 
TO 0171 2139728 
FncOm 2482591 
Bratkesm—tfoo ne aussmtoconi 


^ London 

DECBblBERI & 2 
17th FT Worid Telecoms 
Speakers: Sir Peter Bonfield CBE, BT. 
Richard Brown. Cable and Wireless pic; 
Mr Junichiro Mi yarn. NTT Mr Richard 
C Noaebaert. Amcriiech; Mr Christopher 
Gent. Vodaphooe Group Pic: David 
Twyver. Teledisc Corporation; John 
Stdgmore. UUNET Technologies; Reed 
Hondi, Federal Cornmunications 
Commission; Andrew Sukawaiy, Sprint 
PCS [USA). 

Euptines: Sum Fsncouit 

Tel: 0171 896 2626 Fax: 0171 896 2696 

e-mail: sumOgtpeatsm-pnuxxn 

LONDON 

DECEMBER 2 

Advanced Valuation Theory - 
Level D 

• Valuations given Imperfect Information 

- Options Pricing Applications to 
Valuations > Arbitrage pricing Model 

- Valuation in Emerging Markets 

- Recent Developments in Valuation 
•Theory and Practice. 

1 Day £325 + VAX 
Contact biidtin itacnatico a l pic 
Tel: 0171 628 4112 Fax: 0171 6284113 
Internet; Itap^fwwwJriitibinxom 
Email: HrchmoBbirdmcom 

LONDON 

DECEMBER 2 
BRAZIL - 

ACBI Business Conference 
with top level speakers. 

Further deoils from: 

Racbd Grover 

Confed erati on of British Industry 
Tel: 0171 395 8207 
Fax: 0171 497 3646 
rmail- racfael-grovei@>cbi.org-uk 

LONDON 

DECEMBER 2 

PH in the Health Sector 

One-day Canfennoe which considers key 
issues in the structuring, financing 
and management of public-private 
ponnoiairip initiatives is the beaUh sec tot 
For Bankers. Equity Providers. Advisers, 
NHS Trusts, Contractors. Lawyers, 
Accountants. Risk Managers, Insurance 
Cotwu torus and Operational Managers- 
Plcase t el e p hon e : 0171 872 3056/53 

Kings College. LONDON 

DECEMBER 2-4 
SHOREX97 

is the premier offshore exhibition and 
crniference. SHOREX brings together 
offshore service providers. Inter- 
mediaries and dienes to share tbe best in 
offshore professional services and 
offshore fitU iKe. 

If you would like to visit the exhibition 
or attend the conference, please call 
Anna KUi on +0171 482 1000. 

Business Design Centre. LONDON 


DECEMBER 3-5 
Venture Forum Eisope *97 
Arranged by FT Conferences and \fcnnue 
Economics, this 8th «—m! Wntnre Fonan 
Europe at tbe latest mfomisttoQ on 
private equity in Europe, the debt market, 
exits, how ^riv atiaatioo is fuelling 

other emognig matkeo and boar Bappe is 
tooeasstg its appeal to the US inveseoc 


Cannes, France 


Russia hi Hamitim: Below tea 
Surface - the C&alfeoQes and 
OpperiwftiasAfered 
Tho Dour Jonas Rirertan hweafenanl 
Forum atfctossK toy issues miafeio to 
tha ovar-expandng Russian notitots. 
Diocugslons and apecM puawM l u na 
nltacusan: 

• Rusda^transillonprocaas 

• Creaflonolffto private aaUur 

• Tha to re san ent la ndaea ra 

• Key opporanBes 



Ht +44 (C9 in 8329892 
Fmc 444(0)7718329940 
BntaO: cort uwiawOwj i rtoHnnwi rrvn 


New York 


4441718962639 

Rue 444 1718962696 

Emtihaarahggpea m arpeoLCtan 

LONDON 

DECEMBER 4 & 5 
mmauonaf paymoms 
Symposhnn 

Siwi<ir.. | iii K lmii wiHwl ntfwiiw w r h l 

banks will discuss: Steps to reduce FX 
settlement risk in global currencies; 
payment system initiatives in several 
countries; EU-wide issues, including 
payments through TARGET rod the Euro 
Oeadng. 

Enquiries: J K Events 

TO: +32 2 344 6232 

Fax: 432 2 344 7564 

Email: JJCebora^cotspuservnxom 

BRUSSELS 

DECEMBER 4-5 
Financial Markets Maths 

• Uting the HP * Time Vahtc of 

Money • Compound Interest, feme and 
Present Values, Nominal and Effective 
Yields - Money Maxkct Arithmetic • 
R a waid Interest Rates ad FRAa • Bond 
and Swap Market Convention. 

2 Days £650 + VAT 
Contact: birch in international pic 
TO; 0171 628 4112 Fax: 0171 628 4113 
Internet hnpV/wwwJjirchmcorn 
Email: birehin01m thin co m t 

LONDON 

DECEMBER 8 & 9 
FT Worid Pulp and Papa 1 
Conference 

Focusing on issues co ncerning the pulp 
and paper iodusay. their customers and 
rotation* Confirmed speakea indude; Mr 
Brat G Hatton. Chief Financi al Officer, 
APRIL; Mr Masafafto Obtain. President. 
Op Paper Co. Lai; Mr Arnold M Nemirow, 
Chairman and Chief Executive Officer. 
Bowater Incorporated. 

Enquiries: +44 171 8962120 
Fax: +44 1718962696/2697 
Email: hidndan^pearron-projxnn 
LONDON 

DECEMBER 11-12 
Agenda 2000 -EU Enlargement 
Confumed speakers include: H.E. Josef 
Kreutcr. Czech Ambassador to EU; 
RE. Jsn yfonxtiedd, Rdfah Ambassador to 
the oeCD; Prof. Tibor Palfeilrai, Rector 
Budapest Uoiversity of Economics; 
H-F- , Jozef Kimic, Ambassador Slovema; 
Mr Damd Manet, Director Entornatianul 
Relations Le Uonde: Mr Bob Bonwin. 
Director Sigma (OECD-Phare t 
Enquiries: The Cicero Foundatiim 
TO; +33-1-43 80 1821 
Fax: +33-1-42 67 92 CK 
Email: cifo^compusenreoom 

PARIS 

DECEMBER 11-12 
Fund am entals of Swaps 

■ Market History and Development 

■ Swaps Market Players • Basic Swap 
Mechanics • Interest Rate Swaps 

■ Currency Swaps • Swaps Maths 

• Practical Applications. 

2 Days £650 + VAT 

Contact: bhehin i na an ariorm l pic 
TO: 0171 628 4112 Rut: 0171 628 4113 
Internet: http://www.birchin.com 
Email: «wn 


DECEMBER/JANUARY 
The Risk Management 
Programme 

A series of intensive ooe-day modules 
exploring tbe issues, techniques and 
tlnUi critical to attd in 

dealing with fmancial and ocher risks. 

Smith * qi ilK— M/w in cn ^ppietirei wMi 

King's CoOege London 
For details contact Ann Monks 
TO: +44 171 637 5377 
Fax: +44 171 631 0741 

LONDON 

JANUARY 27-28 
New Sourcing Strategies 
for the Finance Function 
25% of finance directors outsource part 
of dx finance flmetion. This conference 
examines these new soareing strategies 
sod potential cost swings nd 

improved service levels. 

Enquiries; Jane Mills 
Tet 0181 8793355 
Fax: 0181 879 1122 

mawg a a tea MIgactauk 

LONDON 


Tbe LsadenMp That FOuaMon 
tanoonl Conference 
“Lead gratify Development 
tbe rinllsoges ahead’ 1 
TIib new mfflennkjm wB see 
the need for new leadership, 
it is those new leaders who 
wil succeed. This conf ere nce 
provides an apporfuuty to 
share the knowledge, practical 
experience and craaive ideas 
in leadership development 
that are pointing the way to 
oompettve advantage. 

Contact Ct Bwri ne Briggs 
TO: +44 (0)1980760705 
Fine +44(0)1980780704 
BntitRreseen 0 d Wpfy «mcom 


RBpeawad ChMfy Umber WSJSie 


Conferences 

& 

Exhibitions 


FEBRUARY 3-4 
Corporate Intranet 9S 
Designed to provide you with the foots 
you need to prepare for the digital 
economy. Corporate Intranet 98 c ovets 
the business and technologial issues 
involved In developing internet/ 
hnnnet/extranet applications. 

Enquiries: Jane B£Qs 
TO: 0181 8793355 
Pax: 0181 8791122 


Conferences 

& 

Exhibitions 


THE DMA PROTECTION BU. 
New Rotes for Business 

This CBI conference wQ examine 
tha now bBI and Ilia r mpDcat to ns 
tor UK companies. AS businesses 
wrfD be affected by new rules on 
storing and procestog) employee 
Information, with particular 
impticatians lor sectors such as 
financial services. (Bract 
marketing, travel and utaties. 
Officiate ftom tha Home Office, 
the Data Protection Registrar and 
the European Commi s sion vrfl be 
address i ng datega t es. 

QnAcb Ftachni Gtunr 
TOOT 71 395 & 2 D 7 
BBC 0171 4 B 7 8646 

D n a fciadte Mp owi O cttogi* 


LONDON 


Tbe EunHaoBB]f Interaatieoal 
Bond Caagrsss, 0 HI Centre 

A unique c omb ina tion of a 
conference and exhibition. 

B gives bond market p rotesstanate 
lha opportunity to ifecuss new 
ideas and develop naw contacts. 

1 988 sponsors inctode: 
C o mm e i jJ bank. Dafwa Europe. 
Deutsche Morgan GrenfoB, 
Dreectoar Kletoaort Benson. 

ING Bafngs, Satomon Brothers, 
SBC Wteburg DBIon Read. 

UBS and Bridge. 

Over 1 ,1 00 delegates from 
. 47 countries, inducting 450 
investors, attended in 1997. 
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BEFORE YOU BOOK YOUR CONFERENCE, 
YOU SHOULD KNOW ABOUT THE REWARDS. 

Al! ( onr.id International hotels oi ier an elegance and M\le thai i'- second to none. 
Not t<> mention conterenee facilities that are in a class ot their own. 

But now rhc\ ofier more. The Hilton M Honors 
Worldwide Meeting Planner llonns Pr«te.rain. 

Any meeting planner who hooks a qnalilyinii meet ini* at a part icipat hye. 
Conrad 1 nternational hotel with ar least un occupied uuest rooms ean earn 
thousands ol H Honors bonus points that ean then be exchanged tor tree nights 
at HUonors hotels. Or earn airline miles with partieip.u iiya, airline partners. 

The rewards are yours. So make the most of them. 

/ orjirou/i und information . f-lcnsi' mil tbt ( 'annul lutcrnntioua! snlrs office 

in London nt -•/-/ / ~! d~n -IS 4S or /;/ Krusscis at -M 2 .~>42 4-S .Vb 
In the l S', contact Hilton Hi met at -1 '•>'_? ~01 d~l4 

CONRAD 
I NTERNATIONAL 


Gl ifcJRiigJfcJigJiaJfEUgjRJiaicifsJfsjicjfHj^JfcJrai'raJrairaJreirajrajrgJrEJrairaJraJrcJiHjrEJrgJrgJraJraJraiRifHJrsirgJFBj'rgiRii fG 


SHSE3E32IIS 




The 3rd 

Afro -Arab 
Trade Fair 


Un?o - :fi; raircr.jao 



EXPO 


< fire 3rd AfroJlrab Trad* Fair 
6-12 December 1R97 
j Ife sv lnte «^ p i rate ten d MBiQ ra<Mig» oi 

,Coapaoynaa: 


To advertise in 

Language 

Courses 

Please contact Vivenne Eka 
on +4 A (O) 171 873 3218 


SHARJAH .|W: F “' * 

FUi S9BMIWI9CML fo: Co tay: u 

tmteu — I 



in 157 Lajigiiage5 

By leqoot oar 

* “Winter Specials” 

AvsQxbto bow 10 January 30. 
One toooe, 20 bain tuitioo 
Devqo/io-co iupaiiy 25-40 boora 
also available 33% off: 
Professional, int&vktnal rrainlag 
forProfenioiiali. 

01803 866987 
Fax 862096 


tflREGENT 


LANGUAGES 
FOR BUSINESS 

* Taiored nation (or business people 

* Ctxrses tor ndriduati and soups 

* h company or at our centres in 
London, Oxtarti, Brigfiton and Kent 

* Expert teachaig n over 40 
languages dictating Engfeh 

Regent Lteguaphona 
5 Percy SirKt London W1P 9FB 
T e to ch one: 0171 637 8041 
Fac 0171 580 0122. 


I let +4489171 7798322 
Rbc +44 (0)171 779 8388 




London 


London 


FEBRUARY 23 & 24 

FT New Media & Broadcasttog 

Conference 

This year's cBca a usqae ofportudiy eo 
leen man abcu dm tent devdopmem in 
tbe bronteasting industry and eaabllah 
ooobeb wkb key global dotation nafass m 
this fast changing bushieaa. Speakers 
include: Mr Graham Wallace, Cable A 
Wireless Communications; Mr Andy 
Birehall. On Demand M a na g e me nt Lid; 
Mr 5fauon Hodmoee Video Nefwoda Lat 
Mr AdmSkgtt Ftexadi pte. 

Eaquiria: Sbu Fncoim 

TO: 0171 896 2626 Hue 0171 8962696 

e-rawh riMB B ^ ca raon-pmcom 

LONDON 


To advertise conferences, 
exhibitions, trade fairs, conference 
venues and training courses to 
approx 1.2 million readers 
worldwide. 

Contact Vivenne Eka on 
+44 171873 3507 
fax +44 171 873 3098 


Financial Times 


FAST. EFFECTIVE. AFrQEDABEE 

Would speaking your 
Customer s language 
have made the 
difference ? 


DM your last meeting oversaas go as wsO as you had 
hoped? No ? Why not ? Did you lose out to a competitor 
who <»d speak the language of the customer ? 
T3ont tot ft happen again - 

CaH BERLITZ for datalta. of 'Doing Bualnees In' 

Freneh/Bannan/Spanla!) NOW on 

0171 - 915 0903 




To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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CROSS RATES AND DER)VATIVES 


UK INTEREST RATES 
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5(470 

NKr 

1930 

Ea 

4047 

Pta 

4083 

SKr 

21.10 

SFr 

apyg 

£ 

13 S 3 

c$ 

3354 

• 

2301 

Y 

3563 

Ecu 

2449 

(DKi) 

54.10 

10 

6.799 

2327 

1307 

2571 

2364 

1073 

2673 

2213 

1143 

2.129 

0396 

2143 

1318 

1923 

1327 

FR) 

6139 

1138 

10 

2388 

1.145 

9009 

arei 

12.19 

3043 

2513 

1239 

2420 

1318 

2436 

1.725 

2197 

1308 

(DM) 

2033 

3308 

3348 

1 

0383 

978.7 

1.128 

4383 

1013 

8435 

4352 

0810 

0341 

0918 

0378 

7348 

0305 

OQ 

53.81 

9 .B 30 

3.738 

2.609 

. 1 

2553 

2344 

1035 

2853 

2201 

1136 

2.114 

0389 

2128 

1307 

1913 

1318 

W 

2.107 

0388 

0342 

aioe 

0038 

100 

0115 

0417 

1041 

8319 

0445 

0363 

nnas 


0369 

7302 

0352 

; (R) 

1836 

8373 

2.968 

0888 

0340 

867(4 

1 

3319 

9034 

74.78 

3357 

0718 

nan* 

0723 

0512 

6537 

0448 

(NKr) 

5031 

9321 

8701 

2(448 

0338 

2397 

2783 

10 

2493 


1068 

1384 

flpy? 

1397 

1415 

1708 

1737 

(Be) 

2074 

3.734 

3788 

0381 

0376 

9607 

1.107 

4306 

100 

82.78 

•1770 

0.785 

0334 

0,800 

0567 

7203 

0496 

(PM) 

24.45 

4312 

3370 

1.185 

0(454 

1160 

1338 

4341 

tan a 

100 

5.159 

0361 

0404 

0367 

0385 

8734 

03 B 9 

(SKi) 

47(40 

B .746 

7 .B 88 

2298 

□381 

2248 

2393 

9383 

2347 

1933 

10 

1352 

0783 

1374 

1328 

1607 

1.161 

CSFr) 

25(45 

4387 

4.133 

1734 

0(473 

1208 

1392 

MB 

1253 

104.1 

5370 

1 

0421 

1308 

0713 

9031 

0823 

« 

6051 

11.17 

9325 

2334 

1.125 

2871 

3310 

11.98 

2993 

2473 

12.77 

2377 

1 

2333 

1385 

2154 

1(482 

(CS) 

2579 

4367 

4.107 

1726 

0(470 

1200 

1384 

5 307 

1253 

1034 

5336 

0394 

0418 

1 

0708 

9033 

0819 

(» 

35.70 

8387 

6.786 

1.731 

0383 

1604 

1363 

7.068 

178(4 

1483 

7332 

1403 

0390 

1412 

1 

127.1 

0374 

(Y) 

aw no 

3184 

4361 

1362 

0522 

1333 

1337 

5362 

1383 

1143 

5327 

1.104 

0464 

1.111 

0787 

100 


- 

4033 

7.535 

8330 

1380 

0759 

1938 

2734 

8384 

2013 

1 B 73 

8315 

1304 

0375 

1314 

1.144 

1403 

1 


LONDON MONEY RATES 

Nov 14 Over- 7 days One Three She One 

night notice month months merrtha year 

Interbank Sterling 7% - 6 7 * - 7,1 7 /« - 7 & 7 ^» - 7 tf Th ■ 7 » 7 }J ■ 7 JJ 
Startno COe - - 7 * - 7 >e 7 * ■ 7 * 7 ^ - 7 ft 7 t \ - 7% 

Treasuy BUb - - - Pt 7** - 7% - 

Bank B*» - - 7 ^ - 74 lit - 7& 7h - 7 >e 

Loctf akhorty dapi 7 i - 7 7\ - 7 ^ 7 & - 7 & 7 g - 7i\ 7\ - 7 jJ 7 » . 7\ 
Oacount Martlet daps 7 V - 7 7 >s - 7 


3 7 a - 3 ^» 4 Jj - 3 !) 
4 A- 3 H 4 ( 4 - 4 ,V 
3 * ■ 3 »i 3 ^ - 34 t 


3 |J-» 3 ii - 3 li 
3 ii- 31 S 3 B-We 


EURO CURRENCY INTEREST RATES 

Nov 14 Short 7 days One Three Six 

lprm nortce worth months months 

Better Franc 3 {i - 3,4 3.4 - 3 iS 3 il - 3 ft 3 7 a - 31 . *J, . 3(1 

DBXsh Krone 03 Ji - 3 ft 4 - 3(2 3 % ■ 3\ 4 ft - 3 ft 4 ft . 4 ft 

German Made 33 . - 3 *e 3 B - SQ 3 ft - 3 ft 3 ^. ■ 3 ^ Sh ■ 34 . 

Dutch GUdar 312 - 3,4 312 - 31 ] 3 ft - 3 fi 3 ft-® 3 ft - 3 ft 

French Franc 3 ft - 3 ft 3 % - 3 ft 3 ft - 3 ^ 3 ft - 3 ft 3 ft - 3 * 

Ponugueaa Eac. 5 ft - 5 ft M - 5 ft 5 U- 5 ft SU - 5 ft 5I3 - 5,4 

Spanish Peseta A - A 5 ft - 5 ft 5 ft- 5 ft 5 ft - 4 ft 4 % - 4 jJ 

Staring 7 ft - 7 ft 7 ft - 7 ft 7h-7h 7 ft - 7 ft 7 fi- 7 ft 

Swwe Franc h-h 1 ^ - l 5 Kl-lft 2 ft - 2 >a 3 ft - HI 

Canadan Dolar 3 ^ - 3 ,*. 3 ft - 3 ft 3 % - 3 ft 4 - 3 ft 4 ^ - 4 

US Dollar 512-5* 5 ft - 5 ft 5 ft - 5 ft 5 % - 5 * 5 ft - 5 ft 

tatan ura t$4 - &2 6J1 - 0ft 6ft - 6>2 6ft - 6ft - 6ft 

Japanese Van 12 - h & - ft ft - A 5 - A ft ■ ft 

Aslan SSMg ft - H 4 - 3ft 4ft - 4^ 5 - 4> 2 5 - 4lj 

Short non neee are eal tor the US DrW end to. othaoc two days' nonce. 


Beigun Franc 3 ft - 

Darash Krone 03)2 
O rmon Mark 3 ft - 

Dutch GuBder 3 ^ - 

French Franc 3,4 - 

Ponugueee Eac. 5 ft- 
Spankih Peseta 5 ft - 

Stertng 7 ft- 

Swiss Franc ft - 

Canadan DMar 3 ft - 

USDoOar 5^2 - 

KaBan Ura 6 ft - 

Japanese Van ft - 
Asian SSMJ ft - 

Short non rates are cal 


3 tt- 3 ft 3 ft - 3 ft 
SU - 5,4 5 lj - 5 , 1 . 

5 A- 4 ft 4 ft- 4 ft 
7 §- 7 * 7 ft - 7 ft 

?A ■ 2 ft 3 i- 1 « 

4 - 3(2 4 ft ■ 4 
5 ft - 5 ft 5 j{ ■ 5(2 
6 ft - 6 ft si -e, 1 . 
A - ,4 ,4 - ,4 

5 - 4 ft 5 - 4 ft 
n two days' nonce. 


4 ft - «A 

4 ft - 4 ft 
+«- 4 £ 
4 ft - 4 jl 
4 ft -4 
431 - 4(2 
4 ft - 4(1 


E MONTH BURODOUJUt 0 MM) Sim pcinta of 100 % 


UK deerlng bwik 


base tondng rats 7 ft per cam bom Nov 6 . 1997 

Up to 1 1-3 3-6 $5 9-12 

month month months morthe mertfs 


Certs of Tax dep. pi 00500 ) 2 ft 5 ft 5 5 4 ft 

OwtiotTto dap, under CltktfPOle 2 ftpc. D ro oelt a ato uaw n tor carfi l»<pc. 

Are. lender raw ot dMowe on Not 14 . 7 JJ 774 gc. EOOD toed ree Mg. Ereon Fbonre. Make 
ip dN Oet 31 . 1887 . Apeed (We Mr period Nov 21 19 B 7 M Dec 23 . 1807 . Scfwme 18 85 Bpc. 
n elwetMB ran tar period Oct 1. 1907 to Oc Si. 1887 . Schemee IV & V 75 k 4 pc. Fnrai 
House Baas Rate 7 ftpc trom Nov 1, 1887 



Open 

Sen price 

Change 

High 

Low 

Eat vat 

Open tat 

Dec 

94.15 

94.14 

- 0.01 

94.16 

94.14 

136392 

520.145 

Mar 

94.17 

94.17 

*031 

9470 

94.17 

110,018 

442 J 15 

Jun 

94.13 

04.12 

*031 

94.16 

94.12 

87.988 

338.073 

■ US TREASURY BILL FUTURES ( 1 MM) Sim per 100 % 



Dec 

94.84 

04.84 

- 0.01 

94.97 

94.94 

765 

4.832 

Mar 

9537 

85.06 

. 

95.08 

95.05 

538 

5762 

Jm 

94.99 

9439 

- 0.01 

95.03 

8439 

184 

552 


Ml Open Iraarat flga. ore lor prevtaie day 


DanM, Kionv. French Franc. Nemegwi Kroner, aod 9 aedMi Kronor per IK Belgian Frano. Vea Eaaata> Ike red Paaatfl per 1 (XL 
■ D-MARK PUTUnCB 0 MM) CM 125500 par DM 


** 

■ ■ •••* fmWKfy 


rt4 



Open 

Sett price 

Change 

high 

Low 

JSatvd 

Open irn. 

Dec 

03808 

05797 

-00008 

03814 

0.5770 

19320 

71.458 

Mar 

03 B 10 

03826 

-03006 

03830 

03808 

61 

i.nac 

Jun 

03835 

03851 

-03008 

03850 

03836 

4 

2862 

■ aunSSFRAHCnnUREBOMU) SR - 125300 per SR 



Dec 

0.7163 

07153 

-00008 

07178 

07127 

12457 

50473 

Mar 

0.7232 

07210 

-03007 

07282 

07200 

32 

2621 

Jun 

- 

0.7284 

-00006 

- 

07275 

2 

268 

■ JAPANESE VH FUTUMS (MM) Yen 125 m per Yen 100 



Open 

Set! price 

Change 

HUi 

Low . 

Eatvrt 

Open taL 

Dec 

0.7968 

03001 

*00036 

08015 

07887 

22448 

133398 

Mar 

□3087 

03118 

*03099 

03127 

03018 

853 

2472 

Jun 

- 

03232 

*03040 

03221 

03145 

50 

325 

■ tlBUN FUTURES flMM) £ 82.500 par E 




Dec 

1.6882 

1.8000 

-03052 

13972 

13878 

2280 


Mar 

13874 

13828 

-03064 

1 . 6890 . 

1 . 5800 . ; 

48 . 

' • 658 -. 

Jun 

*5 7‘ 

'. 1 . 8743 . 

-00054 


1373 ** 

-T+- 

^• 74 >: 


■ MIADSMUK 

C/S OPTIONS £ 31,250 foents par pouid) 


BSs an rtfet 

Nnr 14 

£ 1 Q 0 m 

tor 7 

2100a 

Sbfke 



- CALLS - 

— 

— 

- PUIS - 

..... 

Total Of apjiliariirrei 

£ 40 Sn 

£ 620 m 

Plica 

Nov 

Dec 

Jen 

Nov 

Dec 

Jan 

Total ritocaM 

flOOK 

2100m 

1380 

123 

251 

335 

004 

1(49 

230 

Ifln. accepted DU 

Bias 

£90230 

1390 

048 

133 

274 

029 

135 

298 

MkSMd at wta. Inal 

90 % 

68 % 

1.700 

010 

132 

2-34 

092 

251 

336 





BANK OF ENGLAND TREASURY BILL TENDER 

NN 14 Ktw 7 NOV 14 Mr* 7 


BASE LENDING RATES 


757 B 3 K 75994 % 


Average ytekf 


75045 % 72186 % 
El 00 m ElOOnr 


Ptrefatw da/* yoL, CWBa n/a Put* nta . fte*. da/a opan W- CWk nAi ftrts nta 


■ Peered ta Maw Yoafc 


Nov 

- CALLS - 
Dec 

Jen 

Nov 

- PUTs - 
Dec ■ 

Jen 

n w> 

139 

133 

. 

033 

057 

058 

096 

133 

- 

049 

076 

003 

068 

135 

018 

0.72 

099 


Rev 14 

~Ckae — 

-Rev. ctasa- 

2 «rt 

13025 

13000 

1 mtt 

13901 

13055 

3 rata 

13951 

13906 

1 R 

1.6831 

13 B 82 


FT OUMte WORLD CURRB 4 CCS 


The FT Guide to World Currencies 
table can be found on (he Martlets 
page to today's edition. 


Adam 6 Company 755 
AAed ktoh Bar* (G 8 ) 755 
•Henry Ansbacher 725 
Banco Bfcao Vizcaya 725 
Bar* d Cyprus 725 
Ba* of Wand 725 
Bar* of India 723 

BenkotScdtand 725 
Barclays Bank 725 
BrtBkafkMEeat 725 
•Braun Shipley L Co Ud 725 
CifeankNA 725 

Qydssdale Bar* 725 
The Co-aperatve 8 b *725 
Couta&Co 725 

Oypna PopAffl BN* 725 
Duncan Lawrie 725 


Exeter Trust Lknked 125 
FrarcUA Gen Bank 100 
•Robed Ftonwig & Co 725 
•Oinneu Mahon 725 
HfobBanAG Zurich 725 
•Hartbma Bank 725 
Hartabte 8 Gen Inv Bk .725 
&HoereSCo 725 
Honj^tong A Shantfwl 725 
bMetacBank(UK)UJ 725 
JuSan HcxIro Bank 725 
•LeepoUJoea|*C 9 ora 725 
Lloyds Bank 725 

MdnndBank 725 
NatWastmlnster 725 
•Rea Brothers 74)0 
FfcryaiBk of Scotland 7 jOO 
ScoUah Wkfovre Bar* 725 


•Stagers Fnedbnder 725 
■Smkh&VMarmon 725 
Star Banking Cap Ud 725 
TSB 725 

Untad Bank al KumiL 725 
IMy Treat Bank He 720 
WNteaeayLakfWM 725 
Yorkshire Ba* 725 


• Members ol London 
InirBBiniimtSerMng 


* In administration 


OTHER STATISTICS 


STOCK INDICES 


FTSE 100 
FISE 2 S 0 
FTSE 250 ex T 
F 1 SE 350 
FTSE SmKap 
FTSESBMCkp B IT 
FTSE M-Skare 


Nov 14 Nnr 13 Nov 12 Nor 11 Noe 10 rtgh Uw MgR . Low 


47412 47112 <7204 47317 46056 53 XL 8 40516 5 SU 9813 FTSE FM^hg 

45665 4 SB 32 4581.1 48352 48418 4002 4302 4 B 4 13794 FTSE Bertram 100 

46294 46 K 2 482 BJJ 4 B 717 4094 405 » 43017 484 BJ 13793 FTSE Brctak* 200 

22983 22 B 2 J 6 22882 23213 23273 S 4 M 20173 3003 8645 FT 30 

2 Z 8 B 59 228832 228133 230038 23 ULn 240 U 9 217829 3 N 92013 S 179 FT Bxrt SecwKet 
230225 290177 2311.72 232335 292153 240 U 22 T 3832 M 2 J 213 B 3 L 79 FT Ftad Mot 
2251 34 223143 34336227174 228191 24 B 41 1961782402(41 6132 FTSE &kj Hw 


- 19 B - ' Mnce 1 

. Npif 14 Nor IS Mar 12 Nor 11 Nor 10 High Low Hgb 


12 S 22 B 125134 12543 Z 12632812 B 13 T 134 U 1 1221 46 1 MB 32 
247222245942 345338 247118 246297 279430 18 B 360 97 MJ 6 
248498 247233 246154 249180 240633 27 M 37 1 047 . 11 27 M 37 
909330 809090 3091.10 3137.10 3135.10 M 3 U 0 287939 943030 
9942 9635 9 U 8 6925 9037 10131 9131 12748 
19132 13132 13132 13236 13234 11154 11135 8137 
108526 111837 116119 115522 119237 207431 110119 207131 


MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 
24 HOURS n 


r- r.i*.;: /. ; #*iv.er:;sta , .eori 

F’» y.T. S 22 2317 


0171 

283 

8333 


GNI 


FTSE GOLD MINES INDEX 


% eko Kef 

Nov etaee IK Cep Gold 
14 31 /tSSB sbm mam 


LONDON lECEirr ISSUES: EQUITIES 

•sue Amt MkL Close 

T»fca paid cap 1907 price Net Ov. (is P/E 

ip 6 &nJ Ugh Low Stock p */- rtv. co*. ytd net 


FUTURES 
OPTIONS 
& FOREX 




All Futures, Options 
& Maigined Forex 

Contact James Allan 

24 Tct 0171 337 39W 

HR5 | Fax: 0171 337 3997 

Wet* Site: hnpilW 0 rw 31 ri.Hi.uk 


38 DOVER STREET, LONDON WLX 3RB 
TEL: 017] 629 1133 FAX: 0171 495 0022 
httptfvww.b(LcoJik 


F* 


REAL-TIME ELECTRONIC FOREX DEALING 



: ./Ly- 






rrrrr 


a 0500 565717 

— nr mf.T r ; m s iisa 


.rtr+vti; 


■Hh.®: c maass s sE sna ik 

- : rcgcr2 •• fcti:S-cn:r.co.u/. • Tl- 1: + 17 i ?GS 0300 


Market-Eye 



fiitureSburce 


t'-xn, ‘.’.Lrr., cpii’snj 
Y.i nsst “i^rr or: L 54 pirrrirlh 

0800 321 3211 

v.v,-n-.ini ri.et-eye.co.uk 




18711 38 ftptn llftpm Azlan 


26ftpm +5ft 


trr 




FOB. 4 RE IQN1 StFUADOC DTAVD OEMS 
. , (M Oil BSOQKACXSEBVKZS. PLEASE CCMACT: 

* '7*1(44 !71 09 IU3 F«MI7I««a kap^reekOre.* 


TENFORE 

Rsal tins glcbal 1 

coverage cf 

. Equities, Currencies, 1 

For more info and FREE demo disc call: 

1 Derivatives, Bonds, 1 
Gc-rr’.odities 1 

1 +44 ( 0)171 405 1004 

and News J 


~TT 




TT 77 TT 7 


I o A tl i t‘ r I i s c 
\ » 11 r 1 . c i! a i Novices 


Picas c coni ;i c t 
M eluni« Miles on 
lei: + 4 4 0171 <S 7 3 3 5 4 9 
I a \ : + 4 4 0171 S 7 3 3 0 n 4 


mini 

REUTERS 


freephone 


r 


1 



p*miw Bt? 


TJTJ 7 TT} -TAX FREE 

0171 806 0011 


INDEX 

FINANCIAL 


Petroleum Argus European Natural Gas Report 

cs 3 msrki\s Petroleum Argus 

Free :rla! (44171 i 359 8792. =r.a:i: sales* petreieurfiarcus.ccm 


UK GILTS PRICES 


G.T.S. 


wa% fmt 

MW PrfcsE *J- Be 


rlenct (att 
<te » *e 


Vkl tert 

Pricer 4 1- £n 


n% fort 

Prices ♦*— tn 


#&■ 




Uin^ 1 i>r 

I RKi: INFO 

Ills I 7.17 Il.vfi 


.„how would you like a 

90% EDGE 

tnfiqg up moves, down mows, & 
with this Dew soeadfic approach. 


He FI GCDD1 TO WOBLD CCBKWCIES, p4Uedw Mcadgft 
Bev^^iMcDtob|Q«r790ciaeaciB l ii nnr matt byaffiUjlbeMoviig 
wnherfonfic Iqyd crhadMof ynefttawdriac. 8M 437 ML 
C&BechMcdrt3^UB (koppaearf 4^lfani *31 rtbrtiaet. Ftaranfoe 
twrtdcle QK]kaude{teae*44 m 6334378 far dtn&ir Cb]9KkeareKx^. 


frz - 


OFFSHORE COMPANIES 

£ 3=0 



s 


p* 


SS 



Real r/fweCQQ mfh 

futures and foreK fcv v/ 1 1 1 ill 


Cull 0181-730 1660 for free details of both offers 


ApatMilsfrhaifi FHtma,Optmstf t - 


MUIRPACE 



Futures 


Fast Fills. 

Low Rates. 
Quality Service. 


ntarct & Opdeto, raodftim 

Iastftatuaiil scnice 
(or printf dienl?. 

0800-262472 


LJND-U 7 VLDOCK & COD PA MY 

v!.|( :ii^-;!si * i.-vJ:c es:iy U P 


ta 0171-2564445 

wroJtnd-iraldoAcam 


Hw workfi leodng provider of racMtna morkai data to tiBindwdrclim^Dr 


REAL-TIME DMA ON YOUR PC 


equate + futures + opfett + derivative* + bonds + commodities 

AU THE AMEBCANS + KWX + 19 + BJKHANS + NEWS * CHA8T5 


NOV/ Mir !-NE7: Sigr.a! i:r nU'.vc+.i 
Avciicblr with Dj Eroadtcpe 
1 Lev. rct+s end rr.cn-v beck tticl 
Cd! !cr more ir.ro & FREE cam dis-k 



www.dbceuro.com Td +44 171 T 9 3 3100 


; <S>*7 


,../7 
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FT MANAGED FUNDS SERVICE 


FINANCIAL TIMJES MONDAY NOVEMBER 17 1997 


nffchore insuran ces and Other Funds 
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FtNANClAX< mES MONDAY NOVEMBER 17 1997 



I Highs & Lows shown on a 52 week basis 


J** H»M M 


WORLD STOCK MARKETS 





BJROPE 

«mK(M»J4/Sc* 


W !■« ill 


►/- 


■ta u — tm m 


♦/- » IHM W 


(MWM/Kmnof) 


M tSSb ini j^sbuo SS* 3B ' 40 

«? "“1H ®«w Wro Ha if m®** ,sza8 5£?" 5750 -xotgxosqwwmx 

£#41 8Sfi& laSSEE 3 ^ snSss V 4 


-/-I** twlIM M 


♦ /- 


£4 14.7 


jf-s— 

t*. 
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"" .25 5io»iSS 


Ste ig -sxontaiwjo as ... 

S'!* ijH ~+i9i.Mi.04s Si j|5 |g®» »S *m SS sreixwx — ■asnuB 

*3 i BffJS B “8-3 BfiS B9E a»IB 





OMB C33 
DoBcA B84X0 

448 +7X5 


UWB 

WTac 


ne is in 


aso _ 




w» 177.70 +<jo 2ian tj&s) io sox Sub 
M nCOfSBAI +.10 6880 4470 5.1 WJ7 Ada 
MO 167.10 „ 21880 MOJO 1.1 _ Uri 

Rand 117.70 -.10 121HE8B _ _ 8MB 

Hk*A 10080 -4012170 6882 £0 205 *j”* _ - 

saw 7280 -140 B2BX0 2X1SX *S? ^£2 „ 

TeW 3870 +.1048X034X0 IX 24JJ KSl? *2 ’* 

IMOp 109.10 +.101232) B8X6 IX 2BL1 
VMJ 4780 +12048503080 12284 SSa 157 I? 

WW 4380 -.4058704240 7X148 8UI 580 -4 

WWo 142 -280 187 138 18 287 &l3F mm -11 

2# 181 VftmDR 0810 +1.10 SO 6880 17 112 §** 20860 -780 

, . __ - W 483 VtafcOB 10860 +1.1011860 06 2.1 1SX “£* '« -4-M — 

Iflim jJnSSHSKU* * Mo 11M0 *70 728 10030 81 187 fg“ Jg. -=2^0 

’MS iSSSISH®* WWR2S7J0 -20WJ021810 1X388 §22 125 141 


(Ho* 14 /Drachma) 


Mvr 9 wmi 3«w -io oso 

DeHPr £300 -202800 1,780 0.7 29S Mba BO -3 380 
W* 712 -fl 420 2t2£4iBX WooS 380 -10 1.110 371 2.1 _ 

{&2S 25 SS S.iS? *•? J-5W +1018801260 

100 -2 125 98 2 J iflX DaMI 

K -XD1&B0&2X0 2X1BX MM 

® la iJ?Q i I® M sff Iwcta 573 

-80 2X70 1.800 IX 215 MBUH 


MW Urn 1M ME MM 


► 1-1 



272 7 men 
288 CUM 


-4 208 


04 


131 1J 283 
281 81 _ 
40 IX _ 


1X00* 

1X70* 


4X186 


“ SS. "S ^3fSo«woi3“ !$mm 

119 38 H*.- E**". 4 ; 7 ® +M081BO 5RJI 0X388 5m 


24M -120 *3.100 1,490 5l4 76 
4600 -120 <66603X10 1X287 


375 +1245 431 16010 IX ._ g"® +8 340 2H> 27 T2J ■£*« 

ijS 3iSJS!J 3|^ * :!'«! gJ5'“Si» 

b£. IL £ gaiaa 1 ? *»■» sjass -s ■—wum-i 

Fhna sen w nmihiiiMM «B4 tanc -iM7. 


60820760 2X247 _ 
382 IBS 06 417 FaMm 
384 184 06404 
224 131 82 113 
140 81 IIS 

116 84 287 

11860 +1X0 14010150 ZX 180 
KSM8 313 -03960 182 0J47X 
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technology. 

^ Rockwell 

http: www.rcckwell.com 
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*W«roieforWEU 

Defence and 
foreign 

ministers of the 
10-member ' 
Western 
European 
Union hold a 
twke-yearly \ 

fnwting fa 
Erf nr t, 

Germany on Monday and Tuesday. 
They are Hkely to discuss moves to _ 
givB the E um ptm ffefanre ^ r mi|i i» i g 
more operational and practical 

capability. European leaders fail ed to 
agree in Jane cm integrating the WEG 
into the EU, hot agreed that the WEU, 
which is expected to take on more of 
Europe’s defence burden, would carry 
out humanitarian and peace-keeping 
missions an the ElTs behalf. 

Georgia on its mind 

Hie United Nations is striving 
for a peaceful settlement between 
Georgia and its breakaway province of 
Abkhazia. Five years after the civil war 
that killed at least 10,000 people, 
Abkhazia remains politically and 
economically isolated and several 
hundred thnnaam! refugees are unable 
to return to their homes. The UN will 
chair four days of talks In Geneva 
between Georgian foreign minister 
Irakli Uenagarashvfli and the Abkhaz 
hitor Vladislav Ardzinba. The Russian 
Federation, which polices a buffer zone 
between the two sides, is acting as 
“facilitator". 


Commodity trap 

The UN Conference on Trade and 
Development (Unctad) dismisses ways 
of helping poor, commodity-dependent 
countries to diversify at a five-day 
meeting in Geneva. Roughly 40 
countries are trapped in severe 
commodity dependency, with three 
commodities accounting for at least 70 
per cent of their exports. Unctad says 
one avenue to successful 
diversification, as in fainwiW9 1 Sri 
TjiwIm and Uganda, baa been to shift 
Into higher-value commodities as well 
as proce ss ing. 

German pay 

Werae Stumpfe, president of the 

fi agamHnafall natal * nl tn stTy 

employers federation, reveals in 
Frankfurt plans for r efo r m of 
sector-wide wage agreements in file 
en gineeri ng and electronics industries. 
On Thursday the IG WataTi union holds 
its own conference in Darmstadt to 
discuss the proposed reforms. 

Euro-finances 

EU finance ministers meet in Brussels 
to discuss Franco-German proposals far 
the new “Euro-Counril” for countries 
participating in a single currency and 
general pr onnmif co-ordination in 
Euro-zone. They will be joined later in 
the day by EU foreign ministers to 
finalis e preparations far the EU 
employment summit on Friday. 


»' * ? * ; 1h 
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and its failure to reform the ElPs 
tortuous decision-making structure. 
Luxembourg, holder of the EU 
presidency, and the European . 
Commission will also report on plans 
for next month’s EU/US summit, which 
will address EO concerns over the US 
Heims-Burton anti-Cuba legislation, 
and European rules designed to control 
“mad cow? disease which Washington 
warns could block billions of dollars of 
US pharmaceuticals exports. 

Surveys 

FT Review ^ Telecommunications, The 
Lottery Business. 

Holidays 

Belize, Germany, Monaco. Puerto Rica 


I THURSDAY 


* 




Golden day: Queen Elizabeth and file Duke of E din burgh celebrate their 50th wedding anniversary on Thursday 


Farm reform 

EU farm ministers meet in Brussels for 
a session devoted enti rely to the 
so-called Agenda 2000 proposals to 
reform the EU*s EcuEQhn-a-year 
common agricultural policy. The 
reforms call for radical cuts in support 
prices paid for agricultural produrts, to 
be partially balanced by increased 
direct aid to farmers, but have had a 
negative reception from many EU 
states. 


Surveys 

France, Spanish Ranking and Finance. 

Holidays 

Azerbaijan, Colombia, New Zealand, 
Zaire. 


I TUESDAY 


Tsl 


‘Mad cow* debate 

Euro-MPs meeting in Strasbourg will 
debate whether the European 
Commission lma dime enough to 
overhaul its consumer protection 
policies after file “mad cow" crisis for 
the European Parliament to d ro p Its 
threat to s ac k all 20 Cannmssfoners. A 
report by the parliament’s BSE 
monitorin g co mmittee r e c omn anfli 
that the ComndsslGn has done Anongti 
for the censure to be dropped, but one 
Belgian Green MEP is attempting to 
get the 63 signatures required to put 
his own censure motion on the agenda. 


The case of Dr Cannabis 

The possible medicinal uses of 

amnaW g wfll ho mmiiwi i in a 
s d entifjp report published by the 


British Medical Association, which 
represents doctors. Despite government 
hostility, the BMA has long argued 
that certain caxmabinoids - de ri v a tives 
of cannabis - should be legalised to 
wnnKie their use in the treatment of a 
range of medical problems. 

On the road again 

Rebuilding the old "silk road" through 
central Asia is the aim of a three-day 
conference in Ashgabad, 

Turkmenistan, to draft a regional 
transit accord. The UN-sponsored 
conference brings together the five 
central Asian republics together with 

nrig tihmrrg Himla Iran, Pakistan, 

Turkey and China. The UN Conference 
on Trade and Development estimates 
that transport costs in landlocked 
central Asia can represent up to 60 per 
cent of the value of goods imports. The 
transit accord will provide an 
institutional framework for 
harmonising customs procedures and 
technical standards of regional 
transport networks. 

Trade cases 

The dispute settlement body of the 
World Trade Organisation meets in 
Geneva with a number of high-profile 
cases on its agenda. The US is expected 
to win a panel cm India’s restrictions 
on imports of consumer goods and 
another on Japan's qua rantin e rules 
for imported fruit. A third panel is due 
to be established on the Ell's complaint 
against Chile alleging discriminatory 
taxes on imported whisky and other 
spirits. Panel requests will also be 
lodged by South Korea over US 
a ntMmmdng duties on colour TVs and 
mammy chips, and by New Zealand 
over EU curbs on spreadable butter 
imports. 
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Surveys 

Germany, North American Business 
imoHmS' Business Books (UK 
edition}. 


Holidays 

Bolivia, Haiti, Latvia, Morocco, Oman. 


I WEDNESDAY 191 


Lining up In Ecuador 

Ecuador’s state 
telecoms 
company. 
Rmpfa] will 

finally go on 
sale after two 
years of 
postponements. 
Five 

international 
operators, Bezeq of Israel, British 
Telecom, GTE of the US, Stet of Italy 

and T^l uftmten da Rg paftfl nf Spain may 
bid far 35 per cent of Emetel’s two 
regional divisions, Andlnatel and 
PadficteL in a public auction. The 
g access ft ii bidder must invest around 
$lbn over the first five years of a 
15-year operating concession to carry 
out a minimum expansion plan. 
Requirements Include ensuring 
Ecuadorians can get to a phone within 
5km. 

Amsterdam call 

European pa ri inmpntjrrianv tr> 
Strasbourg will call an EU member 
states to speed up ratification of the 
ElTs new Amsterdam Heaty- agreed 
in June and signed last month — 
despite criticising it fix: weaknesses 


Mood measure 

Britain’s political mood will be tested 
in two by-elections in southern 
England: Beckenham in south London 
and Winchester, Hampshir e. The 
Conservative opposition are de fending 
a majority of 4^53 in Beckenham and 
expect to hold the seat against a 
Labour challenge. A close finish is 
expected in Winchester, where the 
Liberal Democrats won the seat by just 
two votes from the Conservatives on 
May 1. The election is being re-run 
because of voting irregularities in the 
original contest. 

EU war on crime 

Kuro-MPs wiU debate plans for EU 
action to combat international 
organised crime - one of the key 
results of June's Amsterdam Summit 
of EU leaders. 


Jobs summit 

EU heads of gov er n ment gather In 
Luxembourg for a two-day summit cm 
how to tackle unemployment. 
Germany’s Helmut Kohl fei already 
said he does not want to see job 
creation targets that are not 
achievable. Britain's Tony Blair is 
likely to suggest everybody else follows 
file UK way of flexible labour markets. 
Like pest employment s uma dts, it is 
likely to be inng m rhetoric and short 
on solutions. More than 20,000 trade 
unionists are to demonstrate 

an the eve of the conference. 


Surveys 

Reporting Britain, Business of Travel. 

Holiday 

Mexico. 


FRIDAY 


Socialist paradise 

Hie French Socialist party congress 
will open an an upbeat note, 
celebrating almost six months in power 
aftar its unexpe cted June electoral win. 
Premier i.irmni Jospin the chance 
to shape the party evermore in his 
image with little internal dissent Hie 


European single currency. i**®® 0011 
measures and the 35-hour wOTKfoK 
week. Fears of job tosses at Brert naval 
dockyard as a result of defence cuts to 
the i pps budget could disturbwhat 
promises to be a well-orchestrated 
congress. 

CSU pulls together 

Bavaria’s Christian Social Union will 

try to shake off a year of internal 

tonoinng and stress in its relations with 
its B*™ 11 coalition partners at the two- 
day CSU congress in Munich. 
The centre-right party, which has 
enjoyed a unique position in German 
miMM i idM nriian ri first gained 


pannes since uki wuba » iu» — 
an absolute majority In the Bavarian 
will seek to repeal the feat 

in the Bavarian state election cm 
September 13 next year as a prelude to 
delivering Bavaria for the coalition 
government of Helmut Kohl to the 
general election of September 27. Theo 
Waigel, CSU tenter and Bonn finance 
minister, need fear no challenge from 
Rdmimri stofber, Bavaria’s CSU prime 
minister, fids week. But Stoiber. CSU 
delegates and the media will watch 
closely to see how much support 
Waigel receives after a year of political 
setbacks. 

Okinawa celebration 


celebrates the 
25th 

anniversary of 
Okinawa's 
reversion to the 
mainland. 
Prime minister 
Ryutaro 
Hashimoto, 
government leaders, and the US 
ambassador-designate Thomas Foley 
will attend the ceremony in Okinawa. 
Japan and file US have agreed to 
reduce the US nrilitaiy presence an the 
island, but the relocation of a military 
base there remains controversial. 

Survey 

Preparing for Emu. 

Holiday 

New Zealand. 


SUNDAY 


Slovenian favourite 

Slovenian presidential elections look 
set to return the incumbent Milan 
KuCan, who has been at the top of 
Slovenian politics since becoming 
leader of the C ommunist party in the 
then- Yugoslav republic in 1966. Ku&an 
is popular for his early embrace of 
democratic and market reforms and for 
guiding the country into independence 
in 199L Recent opinion polls give him 
43.6 per cent support among the 
country's L6m voters. Support for his 
seven nearinvisible challengers ranges 
from 0 to 5J per cent 

Compiled by Roger Beale. 

Fax: (+44) (0)171 873 329& 


Other economic news 

Monday: October’s Ifo 
business climate i nd ex for 
Germany is expected to 
show some e ffect from the 
stronger D-Mark on exports, 
although Deutsche Morgan 
Grenfell are predicting confi- 
dence will remain at * V* cur- 
rent high leveL 
Tuesday: Bumper corporate 
and sales tax receipts should 
mean that October was a 
good month for the UK’s 
government debt. Analysts 
are expecting a debt repay- 
ment between £5bn to £6bn. 
Wednesday: Sweden's cur- 
rent account surplus for Sep- 
tember is forecast to be a 
strong SKr7.5bn, following 
the large rise in the trade 
surplus seen during the 
same month. 

Thursday: The Bundesbank 
is seen as unlikely to raise 
interest rates quickly, in the 
light of favourable money 
supply and inflation figures 
coupled with volatile finan- 
cial markets. October M3 fig- 
ures are due to be released 
during the week. 

Friday: Denmark's Con- 
sums' Price Index is likely 
to turn down, after steep 
rises in August and Septem- 
ber. A smaller rise of 0.1-&2 
percentage points is expec- 
ted for last month. 


ACROSS 

1 Coat to take to the cleaners 

(fi> 

4 Moving about (8) 

9 Pub arranged to have 
meals in every bar (6) 

10 Dance involving sailors - 
one farm of exerdae (8) 

12 Nevertheless a back street, 

whatever people think (B) 

13 Possibly meant to Join 
number around the fire (6) 

25 Said to have gone by boat - 
but as a passenger (4) 

16 Such contractors may 
quote knock-down prices 
( 10 ) 

19 Set right an inaccurate 
alignment (10) 

20 Cutting reminder? (4) 

23 He turns up in Australia (6) 

25 Hot companion is con- 
cerned (8) , 

27 Preach no involvement - 
with bar chaigo t? (8) 

28 One sportsman payed by 
ownrtiflr (6) 

29 Neat theft (S> 

30 In trouble, is repeatedly 
after credit (6) 


Statistics to be released this week 


Nov 17 Japan . 

Gwrnany 

. HK 


Nov 18 US 


Nov 19 UK 


Sap Industrial producBofrf 

Sap ahlpowfitet • • 

Pei T wh c l—t a price Indent* ' 

Unamptoymant ifina to Oct) 

Oct Industrial production ■ 

Oct capnofry i rtOwsfln n 
NovwWprioakidgtet 10 days} 
Oot pub aarf botrowtOQ iwqufceroent 

Octcooaumar prica Indtx 

Oct cone pr Indaat a* toodfooeray 

Sap fw haa s fc w a nt or t a e 

Sapmanufecttaingnaiworoaie 
Sank at Totyo-MKaubW 11/16 

Oct real awning* 

Radbook IS Nov ’ 

Qrt money auptfy (M2/Cart of DapT 

Octbwad IquMy 

Oct BNdtaNea* 

OctmM»aa*aa- 

Oct cone pr tux -afl Bams notr 
Oct houetoQ atwta 
Oct baMtog penntta 

Oot «port prfoa hdax ’ 

Oct Import prioa tndan 

Oct trada bal (cuatoma cl ea r ed) natf 


Majgeja 03 grow donwafle product • 

Thura Austria . Q3 company profits 

Now 20 C>*ia Oc* foreign exchange raaa rvaa 

UK . OctM4* 

UK ■ Q3 prow gross domestic product - * 

UK Q3 prov goes domeatfc pro du ct" 

US Sap trade: poods and aei vtoaa 

US Sap qds/stva axp (bat of pay) 

.US Sap pdstevs Imp (bai o* pay) 


Si 34.1 bn 


-$102bn -SIOAtarr 


“EDWARD STOBART, 
ARE THERE GOOD 
REASONS FOR BEING 
BASED IN CUMBRIA?" 



US Nov Pftfladatpftia federal Index 

Frt Germany Sap teeda balance 

Nov 21 Garmany Sap current account . 

ftanoa Sap Industrial production^ 

Canada Oct leading indfcartoiyr 

Italy Nov 11 dtfea consumer price Index* 

Mexico Sep mM Mleg" 

During lha weh... 

Garmany Oct MS from fourth quarter 96 baas 

Germa ny Oct M3 from fourtt quarter 95 base 

.Garmany Oct prtvsai bndrig, six moths anngy 

Haty Oct balance of payments 

Spain . Oct budget cash balance 

My Sep trade balanoe (payments) 

*wxnih on mcoft. on ymr “Tytr on qrfr fw o n*V abated 


DM&fifan 

-OMBJSbn 


(/ 



LSJPObn ■ 

Pta382hn -Ptai89bn 

LS,700bn 

StrtHfc* Stadod & ftxrt UUS. 


DOWN 

1 Confusion that le restful for 
a change (7) 

2 Decorate the bride more 
erotically (9) 

3 Tax Mil (B) 

5 Instrument Martin's left is 

a trombone (4) 

6 Drug involves girl in basic 
changes (8) 

7 What I'm called whan I do 
it all wrong (5) 

5 Aviation spirit (7) 

U Famous treaty of 1713? The 
curt solution is here (7) 

14 Possibly show me love in 
one way or another C7) 

17 Get into debt? Not inter- 
ested (9) 

18 Tfeam not assumed to be of 
star quality (8) 

19 rd enter uphill races beside 
the motor-cycle (7) 

21 Remedy may be to change 
gear (7) 

22 Mare like the snow I threw 
out? (6} 

26 Grainof Stsccmfort (4) 



WINNERS 9,522: K. Fenn, Baswich, Stafford: SA. Clark, 
London E16; D. McBain, Stoke-by-Clare. Suffolk; Mrs M, 
Miller, London W2. 


MONDAY PRIZE CROSSWORD 

No.9,534 Set by DANTE 

Six bottles of Davy* Celebration ChBmpngnn lor the Ant correct solu- 
tion opened and three runner-up prizes of £40 Da«ys food and wine 
vouchers redeemable In person or by past These prizes are available 
only to winners living in England. Scotland and Wales. Winners with 
overseas addresses will receive a set of stiver -plated place name buses 
and cards. Sohittuna by Thursday November 27, marked Monday Crtte- 
word 9,534 an the envelope, to the Financial Times, 1 Southwark Bridge, 
London SE1 BHL. Solution on Monday December L Please allow 28 days 
far delivery of prizes. 


Solution 9,522 


□□H!3QQ □□SHQflUCt 

□ an s □ n n 
aaaana tnraQQQHtQo 
DIHQQQQCin 

□mao □□□ni 

□ n n m a n ei h 
H ninaraanapinaH 
3 [ j m q ci o n n 
„ nnnnQEiCBnnnn 
fn n a 0 h a n pi 
anna □□□□□ obell 
a id h h q b n ra 
nnnn:’iaian □□□«□[•] 

Q a h □ n ft ... 


“LOADS” 


I FYOUWWrywgcoMpapymtajmrawoMjKmttMia,h,b B ^k w ^ pM 

Sate. n» W ifac tap hn corned attoa *3 * a. 

Jm* othg kirn hm t nc^famd Cobria cenpur m tPHI. » „ 
mm! onmrm U3 nba. Yto eamp^ ^ ^ 
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